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Highlights of the Year's Operations....1950 


REPAIRING PG&E TRANS-BAY CABLE 
uh soa oT ~~ “BAY 1’’ a trans-bay cable bringing power 
== to San Francisco is being repaired follow- 
ing damage inflicted by a ship’s anchor. & 
San Francisco’s skyline and San Francisco- ==> 
Oakland Bay Bridge in background. 
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GROSS OPERATING REVENUES exceeded those of the previous year by $20,213,000, or 9.3%, reaching 
a new peak of $237,437,000. Moderately higher rates charged for both gas and electric service contributed to 
this gain. 


SALES OF ELECTRICITY totaled 11,042,000,000 kilowatt-hours, and sales of gas 172,683,000,000 cubic 
feet, exceeding the corresponding figures in 1949 by 8.6% and 3.9%, respectively. 


MORE NEW CUSTOMERS were connected to our lines than in any previous year, except 1948. The gain 
was 126,995, bringing to 2,386,210 the number served at the year-end in all branches of our operations. 


CONSTRUCTION EXPENDITURES aggregated $168,634,000, compared with the peak of $192,480,000 
established in the previous year. These expenditures will be further reduced in 1951. 


THE “SUPER INCH” gas transmission line for the importation of gas from Texas and New Mexico into 
Northern and Central California was completed and placed in commercial operation at the end of the year. 


NEW SECURITIES aggregating $158,904,000 par value were successfully marketed. This was the largest 
financing ever carried on by the Company in a single year. 


THERE WAS A GAIN of 10,031 in the number of those participating in the ownership of the Company. 
At the year-end the Company had 170,498 stockholders of record. 


HIGHER ELECTRIC RATES totaling $8,800,000 on an annual basis were placed in effect April 15, 1950. 
This was our first increase in electric rates in thirty years. 


AN APPLICATION was filed with the California Public Utilities Commission to increase gas rates $18,275,000 
annually, effective in 1951. In January 1951 the Commission established interim rates increasing revenues 
$7,000,000 annually, effective February 18, 1951, pending completion of hearings and final action on the 
application. 


NET EARNINGS for the common stock were $2.62 per share, based on average shares outstanding, com- 
pared with abnormally low earnings of $2.10 per share in the previous year. 


President 


PACIFIC GAS AND ELECTRIC COMPANY iin Fetcisco's cauromnia 


A copy of our 1950 Annual Report to Stockholders will be supplied upon request to E. J. Beckett, Treasurer 
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Many banks have “stepped up” the range and effec- 
tiveness of their facilities by tying in with Guaranty 
Trust Company correspondent services. Our close 
association with these institutions has proved the 
value of this wider service. 


Today we have correspondents all over the United 
States and in all commercially important areas of the 
world. We welcome your bank’s usage of our various 
services, or your request for additional information 
regarding the help Guaranty Trust Company can give 
you in energizing and broadening your customer 
relationships. 


Providing every correspondent 
service—domestic, foreign, fidu- 


ciary, portfolio—that your bank 


of N CW Yor k or your customers may require. 


Capital Funds $375,000,000 


140 Broadway Fifth Ave. at 


44th St. Madison Ave. at 60th St. Rockefeller Plaza at 50th St, 


New York 15 New York 18 New York 21 New York 20 
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Organized as N. W. Harris & Co. 1882 - Incorporated 1907 
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Cover Picture . . . garden and Greek temple 
at “Greystone,” former Yonkers, N. Y., 
home of Samuel J. Tilden and subsequently 
Samuel Untermyer. Demonstrating the free- 
dom of Americans to advance as far as 
talents permit, Tilden overcame illness and 
lack of schooling, worked his way through 
law school, became a successful corporation 
lawyer, Governor of New York, and a pres- 
idential candidate. Litigation defeated the 
provision in his will that $4,000,000 be put 
in trust for “a free library and reading 
room” in New York, but the trustees and one 
grandniece did save $2,000,000 for the trust 
. . . Samuel Untermyer won his law degree 
at twenty, and began a Herculean career of 
famous cases. One fee was $775,000, another 
$1,000,000. He was counsel for the House of 
Representatives Committee on Banking and 
Currency and participated in the formation 
of the Federal Reserve Law. His fortune was 
chiefly left in trust for his family, but 
“Greystone,” no longer stands. Part of the 
grounds went to the city for a park. 
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Abstractionist Art in Business Letter 


This morning in the mail I received 
from you what appears to have been 
intended as a letter. At least it is a sheet 
of paper bearing your letterhead, but 


| except for the letterhead the paper is 


completely blank. Microscopic examin- 
ation reveals certain impressions on the 
paper which apparently have been caused 
by a typewriter, or perhaps some other 
sort of printing device. 

Thinking that this messageless letter 
may have been some new advertising 
stunt, I have subjected the paper to var- 
ious treatments in an effort to bring 
out whatever invisible writing was con- 
tained therein. The paper does not re- 
spond to heat nor to any chemical agents 
with which I am familiar, and I was 
about to subject it to photostatic enlarge- 
ment, but the whole procedure is becom- 
ing unduly expensive. 

I have now decided that it would be 
far simpler to ask you to send me an- 
other letter. I enjoy your publication 
TRUSTS AND ESTATES, and fervently hope 
that you are not contemplating printing 
it on the same device used on the letter 
I received. 


Marshall W. Nelson, C.P.A. 
The Dalles, Ore. 


EDITOR’s NOTE: 
Dear Mr. Nelson: 


The epistle to which you refer might 
have been a delightful fantasy in blank 
verse — or an erudite dissertation on 
transcendentalism, now forever lost. It 
was neither of these. 


If you will study it carefully you will 
note a marked similarity to most peoples’ 
Estate Plan ... with one difference: at 
least my letter had the address of where 
it was to go. Perhaps you’d like to com- 
ment on its phraseology? 

Sort of like the fellow whose will dis- 
tributed a million dollars to a lot of 
friends, who got nothing but the good 
wishes since the testator died penniless. 
Before we laugh at him, what about the 
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—— JUST PUBLISHED 


What You Should Know 
about 


ESTATE and 
GIFT TAXES 


THE NEw PRACTICAL HANDBOOK 


by J. K. LASSER 


The nationally known tax expert tells HOW 
to: Estimate Estate Taxes ... Properly Use 
Deductions to Cut Taxes ... “Split”? Estates 
to Minimize Taxes . . . Avoid Tax on Life 
Insurance . . . Avoid a “Second” Tax on 
Property ... Pass on a Business Interest at 
Greatest Tax Economy ... Save Taxes by 
Gifts to Charities . . . Avoid “Prohibited 
Transactions” .. . File a Gift Tax Return 
. .. Include Less Than Full Value of Jointly- 
Held Property ... “Split” Gifts to Save 
Taxes ... Make Gifts to People Who Would 
Eventually Get Property Anyway. 


Mr. Lasser’s unique ability to make even the 
most complicated tax regulations and prob- 
lems clear is brilliantly demonstrated in his 
simple, concise explanations of highly com- 
plicated tax matters. He answers, for in- 
stance, such questions as these: 


Why should a person with an estate under 
$60,000 be concerned about the tax? 


In what cases will life insurance not be 
taxed? 


What transactions in connection with chari- 
table trusts are prohibited by the Revenue 
Act of 1950? 


Are premarital settlements, or payments in 
divorces and legal separations considered 
gifts? 


How is it possible to save $13,000 tax on a 
$200,000 gift? 


How can a man sell all the common stock in 
a business to key employees? 


Also ineluded in this invaluable book 
are tables on Estate and Gift Tax Regu- 
lations, Value of Life Estates, Value 
of Remainders, How to Figure the Tax 
on Gifts Made in Recent Years, How to 
Figure Estate Tax When the Tax De- 
pends on a Deduction and the Deduc- 
tion Depends on the Tax. 


With this cloth-bound, 192-page book 
on your desk, you can save your clients 
many thousands of dollars. It will save 
you countless hours of work and worry. 
Order a copy today and see how helpful 
it will be in your Estate and Gift Tax 
work. Only $2.95. 


Examine it at no risk — Your money refunded if it 
doesn’t satisfy you completely! 


~~ — MAIL COUPON TODAY= — 


Henry Holt & Co., Dept. L-5 
257 Fourth Ave., New York 10, N. Y. 


( 
Enclosed is check or money order for $2.95. ( 
Please send me _ postage-prepaid WHAT 

YOU SHOULD KNOW ABOUT ESTATE ( 
AND GIFT TAXES by J. K. Lasser. I un- { 


derstand that if I am not completely satisfied 
with the book, I may return it within 10 
days and my money will be refunded. 


Eee ae 
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fellow who has a lot of assets (and 
obligations) but doesn’t have an up-to- 
date Will? That’s another way to leave 
nothing to those who should benefit. 


As to using the same printing tech- 
nique for the magazine, that would have 
much merit. Think of the saving in read- 
ing time ... and in the time to translate 
into lay English. Also it would save on 
composition, preofing and corrections, 
dummying, make-up and make-ready, 
presswork and ink — with no recrimina- 
tions from readers and no typographical 
errors. What an idea for making this 
truly the Editor’s Easy Chair! 


Would the same reasoning apply to a 
Business or Estate Plan? How about 
writing an article? 

The Editor 


Asset and Record Protection 


In response to your inquiry on your 
visit out here, and as a further com- 
mentary on the subject of Trust Records, 
which Mr. Rabe’s article in your March 
issue so ably covered, here are brief com- 
ments on our practice on the West Coast. 
The decisions reached in regard to preser- 
vation of our records in the present 
emergency resulted in the following as- 
sumptions: 


1. That our vaults will withstand any 
present-known form of bomb attack. 


2. The removal of the securities to non- 
strategic areas would prevent an 
orderly conduct of our business 
pending a catastrophe. 

3. That the courts would support our 
demands for replacement of any lost 
securities upon production of good 
and complete records which can be 
microfilmed. 


Accordingly, we have taken the follow- 
ing steps: 

1. Microfilm all basic records, includ- 
ing ledger entries since the date of the 
last previous statement rendered, and 
daily original entry tickets subsequent 
to the date of microfilming the basic 
records. We propose to repeat the micro- 
filming of asset cards and ledgers at 
semi-annual intervals. The films are 
shipped semi-weekly at present in order 


that our exposure to reproduction from, 


memory will be reduced to one or two 
days operations. 


2. In the Corporate Division we have 
arranged with each company whose stock 
we transfer to select an address to which 
we send each stockholders’ list as pre- 
pared from time to time plus all interim 
daily transfer reports. Under this system, 
we would not be required to reconstruct 
a stockholders’ list from daily reports ex- 
cept for the period subsequent to the date 
of the last stockholders’ list prepared for 
dividend or other purposes. 

Walter Brewer, 
Vice President, 
Seattle-First National Bank 
Seattle, Wash. 


American Estates in England 


With reference to my notes on admin- 
istration of American Estates in England 
which you published in May 1950, a new 
direction issued by the Principal Probate 
Registry indicates a change in our prac- 
tice, effective June 1, 1951. In cases of 
American domicil the persons entitled 
will now have to obtain an American 
Grant of Representation before applying 
in this country, or provide an affidavit of 
law as mentioned. The requirements as 
to the affidavit of law are that it must 
be made by a barrister or advocate prac- 
tising, or who has practised, in the for- 
eign country and is conversant with its 
laws and constitution. The qualification 
of the person making the affidavit must 
be set out in the affidavit. 


In the article mentioned there is a 
transposition of a line in the reference 
to Death Duties at the top of the third 
column on p. 338. It should read, “the 
Finance Act of 1949 simplified the in- 
cidence of death duties by abolishing leg- 
acy and succession duty, leaving only 
Estate Duty.” 


H. D. G. Trew, 
Westminster Bank Ltd. 


London, Eng. 


Canada’s 100-Millionaires 
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The April number contains an article, | 


page 262, naming the Canadian trust 
companies administering over $100,000,- 
000. of estates, trusts and agency funds. 
The name of our company has been omit- 
ted from this list. 


Our last financial statement shows that 
the assets under our control amount to 
$143,003,560. 


René Morin, 
Managing Director, 


General Trust of Canada 
Montreal 


Ep. Note: The list published was based 
on figures given in annual reports for 
the item “Estate, Trust and Agency Ac- 
counts,” which in the case of General 
Trust of Canada was $87,407,374 at the 
end of 1950. The total cited in Mr. 
Morin’s letter represents aggregate as- 
sets, including company funds and the 
very substantial entry of $48,265,553 for 
“Safe Custody Account,” not considered 
true trust funds for the purpose of the 
compilation. 


Commission on Tax Withheld 


The Legislature of the State of New 
York is to be highly commended for 
passing Chapter 467, which deals with the 
question of trustee’s fees on moneys with- 
held from trust accounts for taxes. It 
seems to us that trustees should charge 
on the total income regardless of whether 
they only a portion of it. 

‘ Eldridge H. Booth, Jr. 
Vice President and Trust Officer 
Title Insurance and Trust Co. 
Los Angeles 
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EDITORIAL... 





BAR-BANK-SCHOOL COOPERATION 
to Protect day's Estates 


REVIEW of the records and decisions of any probate 

court affords abundance of proof that the protection 
and transmission of property too seldom shows signs of 
expert guidance. Although various phases of estate analysis 
and planning and investment management have been de- 
veloped to a high degree by estate and tax attorneys, in- 
surance and pension analysts, and investment firms, as 
well as by trust institutions, there is much more room for 
cooperation if the vast potential is to be realized. 


Even in the ancient and supposedly universal practice of 
Will-making, only the surface of the service market has been 
tapped. The first known formal will was inscribed in Egypt 
some 4,500 years ago, and testamentary disposition has 
been one of the great privileges of commoner as well as 
of king, yet we find a great proportion of propertied people 
failing to appreciate or use the privilege, and others whose 
wills turn out to be ineffective or even improper. 

First there are the millions of people with estates of any- 
where from a few hundred to a few million dollars who do 
not make a will. In New York county—the financial center 
of the wealthiest country in the world — the Surrogate’s 
Court records show that of the estates coming under its 
jurisdiction in 1950, there were 3311 disposed of by wills, 
while 3641 were intestate. The aggregate value of the estates 
appraised in that year was over half a billion dollars, and 
this for but one of the more than three thousand counties 
in the United States. The amount of wealth in annual trans- 
it runs into the billions, for the latest available Treasury 
Department figures show gross estates of $3,450,425,000 for 
only 16,550 returns (for the year 1945), and many times 
that number are under $60,000 and therefore non-reportable. 


More and Modern Wills 


It should be of primary interest to every lawyer concerned 
with the financial welfare of his clients’ families or other 
beneficiaries to encourage them to have a well-planned Will. 
Banks and trust companies have done a valuable and con- 
sistent job of advertising and otherwise publicizing the im- 
portance of a Will and, in communities where the attitude 
of the Bar is cooperative, the value of the lawyer’s service 
in its planning and preparation and revision. 

Not only is intestacy a challenge to joint action by all 
estate planning and analysis interests, it is fully as necessary, 
in many cases, to have the Will revised or at least reviewed 
annually or upon key eventualities. The Will used to be 
looked upon as something to do once in a lifetime, frequently 
on the death-bed or on the eve of a hazardous voyage or 
undertaking. It is up to financial and legal leadership to 
demonstrate to the literate public the usefulness of making 
a Will early in life, keeping it in accord with present and 
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foreseeable conditions, using expert guidance in its drafting, 
and making it workable by discretionary powers in qualified 
hands. 


Trust institutions have taken the lead in such public educa- 
tion, which the lawyers self-imposed prohibition against ad- 
vertising has precluded, and, like estate insurance analysts 
and accountants, are constantly advising customers against 
the horrors of the home-made Will. What layman would 
think of writing his own employee pension plan, or mineral 
rights contract, or any other agreement or grant affecting 
substantial personal or business assets and commitments? 
Much more publicity is needed if Will habits are to be uni- 
versally modernized. 


Two-Way Cooperation ... 


Furthérmore, the job of estate planning and will-drafting 
should be built up in the legal as well as the lay mind as 
one worthy of often substantial remuneration, when it is 
done expertly. The lawyer who brings well-rounded knowl- 
edge and judgment and know-how to the preparation of a 
Will provides his client an “insurance policy” against estate 
dissipation, misuse or failure that is worth many times the 
present nominal fees: and the same is true of consultations 
and work in periodic will revisions. 


But trust officers 
can hardly be ex- 
pected to turn over 
a will or trust case 
or otherwise en- 
gage an attorney 
who writes the 
trust officer’s bank 
out of the instru- 
ment, disparages ff 
corporate fiduciar- 
ies generally or 
takes part in meas- 
ures restricting the § 
normal rights of a 
business institution 
to serve its custom- 
ers. Restrictions on 
honest bank adver- 
tising, or on con- 
sultation and anal- 
ysis of esthte prob- 
lems of the trust 
prospect, are a dis- 
service to the very 
public that needs 





© Egypt Exploration Society 


Will Made 3400 Years Ago found on 
Banks of Nile 
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greater understanding of the facts of estate life and after- 
life. 

The basic fact of common interest to estate attorneys, 
underwriters and trustmen (and accountants in business or 
special situations) is that relatively few people of means 
yet have as good estate plans and investment management 
as they need. And since the major part of a community’s 
wealth changes hands every twenty or twenty-five years, the 
well-planned protection and use of personal estates is of 
the utmost importance to the welfare of all. This also sug- 
gests the value of experienced investment management so 
that more men and women will have estates to pass on. 

There is, in short, so much room for pleasant and profit- 
able cooperation between the lawyer and trustman and 
others on the property protection team that every emphasis 
should be put on developing mutual understanding and re- 
spect. Trust institutions, through their banking as well as 
corporate and personal trust relations, have many oppor- 
tunities to recommend the need of legal advice and service, 
just as lawyers have opportunities to appoint the executor 
or trustee. The only guide for both is the best interest of 
the client. We have not met, among thousands of trust 
officials, more than a handful who did not truly appreciate 
the value of the trained attorney. 

There are still, however, many members of the bar (usu- 
ally those not specializing in estate work) who have little 
conception of the varied business, investment and financial 
aspects of fiduciary work. This is probably a natural conse- 
quence of the traditional law school curriculum which. 
treating estates and trusts from the legal side, gives the 
student the impression that this is the only aspect of im- 
portance, the rest being mere bookkeeping. 


Law School Seminars 


It is, therefore, most gratifying to note the introduction 
of Estate Planning courses at several of the more progressive 
Law Schools and Colleges. An excellent example is that 
Seminar program of the University of Washington School 
of Law, described in an article in this issue. Through the 
auspices of the Seattle Life Insurance & Trust Council and 
the School of Law, accountants, insurance men, trustmen. 
as well as attorneys and teachers bring their experiences to 
life as integral parts of the many-faceted job of trusteeship. 

It is hoped that similar “laboratory” courses will soon be 
provided to law students in many more centers, as a firm 
foundation for real cooperative action all around the fiduci- 
ary table. Life Insurance & Trust Councils should find such 
a project a most practical challenge, and banks should pro- 
vide specially-designed trust department Tours to demon. 
strate the many controls, information sources, equipments 
and trained personnel needed to cope with the non-legal 
work of the modern fiduciary. Not only will the student 
come to appreciate these facts, but he will be discussing 
them with parents and fellow students—and those who join 
with the law professors in seminar instruction will gain 
education and friends anew. 

A A A 

“BETTER A FREE PRESS with margins of error broad as 
an eight-column banner headline, even with techniques we 
condemn perpetrated by some of them to the great anguish 
of most of us, than a press that in any degree is directed, 
harassed, influenced, constricted, or inspired by any source 
other than its reporters, editors, and publishers, who in turn 


get their cue from the people. 
U. S. Attorney General McGrath, before Boston Press Club. 
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Bank of America offer you California's most complete trust servici. 
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in handling the English assets of American estates for 


executors and administrators in the United States. 


When you wish to take advantage of this service, or when 
you would like further information, you are invited to write 
our Personal Trust Department, 16 Wall Street, New York 
15, N. Y. This office has available all the necessary data 
and forms, will be glad to answer your questions and to 


expedite your business with London. 


BANKERS TRUST COMPANY 


NEW YORK 





Member Federal Deposit Insurance Corporation 
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LAW SCHOOL COURSE 


in lestibicaall F tek, iz lanning 


ALFRED HARSCH 


Professor, University of Washington School of Law, Seattle 


HE men on the firing line in the 

administration of decedents’ estates 
and testamentary trusts are the execu- 
tors and the trustees. For them there 
have been no trial runs of “equipment” 
on the proving grounds; the first en- 
counter is under “combat” conditions, 
and without opportunity for rectification 
of defects in planning or correction of 
errors in design. The officers and em- 
ployees of corporate trustees are thus 
fully cognizant of the advantages in 
bringing, to the builders of their “equip- 
ment,” as full and complete awareness 
as human foresight can provide of the 
purposes it is to serve and the stresses 
and strains to which it may be subjected. 


Many plans have been evolved to fos- 
ter coordination of action among the 
groups which typically participate in the 
actual building process, and much has 
been accomplished as a result of coop- 
eration between insurance men, account- 
ants, investment counsel, trust officers 
and lawyers who, in their daily activi- 
ties, are primarily concerned with vari- 
ous aspects of planning, preparing and 
administering dispositive arrangements. 

It is well understood that the lawyer 
occupies a key position in the develop- 
ment and implementation of all property 
transfers, whether living or testamentary 
and whether direct or through the medi- 
um of a trust. It is also well known that 
only a few of the many lawyers who 
prepare dispositive documents are spe- 
cialists in such practice, with the result 
that the majority of dispositive plans are 
prepared by lawyers who, while practic- 
ing, take slight if any interest in the 
various cooperative endeavors of the 
other groups. This suggests that a dif- 
ferent approach is required in the case 
of lawyers and one solution is to pro- 
vide a medium through which a more 
realistic understanding of the practical 
problems of estate planning and of fidu- 
ciary administration may be acquired 
by the lawyer prior to his admission to 
practice. 
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Origin in Will Drafting Contest 


To this end a special program has 
recently been inaugurated in the Law 
School of the University of Washington 
with the active support and assistance 
of the Seattle Life Insurance and Trust 
Council. The program had its genesis in 
a prize contest sponsored by the Council. 
In the school years 1946-1947, and 
1947-1948, the Council offered prizes of 
$250, $100 and $50 to the three gradu- 
ating students of the Law School sub- 
mitting the best solutions of a problem 
in estate planning. The problem was 
prepared by the Council’s contest com- 
mittee and required not only the drafting 
of a “client’s” will but a memorandum 
containing the contestant’s answers to 
a series of questions, both legal and 
practical, raised in planning and imple- 
menting the dispositive arrangements of 
the client. 


Although the Council’s contest com- 
mittee was satisfied with the quality of 
the solutions submitted, both the Council 
and the Law School considered that par- 
ticipation in the contest was limited to 
such a small number of students that 
the desired educational objective of the 
contest was not being attained. Discus- 
sion with students who signed up as con- 
testants but failed to submit written so- 
lutions indicated that the problems en- 


countered were so many and varied that: 


the students felt incapable of solving 
them without instructional guidance, 
particularly in view of the fact that each 
contestant was carrying a full program 
of law courses, all were attempting to 
review for bar examinations and many 
were active officers and members of the 
Law Review board. 


After discussion with members of the 
Council the Law School suggested that 
the contest be continued as an adjunct 
of a proposed law school seminar which 
would be open to a larger, but limited, 
number of advanced law students. As 
the proposed seminar was to be as nearly 


as possible on a practical level the plan 
called for cooperation of the Council 
and active participation in the program 
by a number of its members. The suc- 
cess of the program from its inception 
has been due to the whole-hearted sup- 
port which has been given to the pro- 
gram by the Council, both in the plan- 
ning stages and in active participation 
by members of the Council in the con- 
duct of the seminar. 


A Course is Born 


The present program was inaugurated 
in the school year 1948-1949 by setting 
up as a part of the Law School curricu- 
lum a Seminar in Estate Planning open 
only to law students in their final year 
of law school study. All students en- 
rolled in the seminar have completed 
law school courses in real and personal 
property, wills, trusts, and federal taxa- 
tion and some have completed the law 
school courses in probate practice and 
insurance. 


From a_ pedagogical standpoint the 
seminar was envisaged as requiring the 
student 


(1) to call upon knowledge acquired 
in courses previously studied, 


(2) to select from each theretofore 
separately considered course the 
portions relevant to a given fact 
situation, 

to expand his knowledge of the 
applicable legal principles to the 
extent necessary to solve the 
problems presented, 

(4) to integrate this legal knowledge 
with principles and practices in 
the fields of insurance, account- 
ing, business finance and trust 
administration, 


(5) to apply this correlated knowl- 
edge by working out, in a profes- 
sional manner, a plan which will 
carry out the dispositive desires 
of a “client” 


well as legal viewpoint and finally 
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STATES 


(6) to put into writing not only a 
complete statement of the plan 
proposed, together with reasons 
practical and legal for the choices 
made, but also to prepare at least 
one of the basic legal documents, 
in proper legal form, necessary 
to put the plan into operation. 


Such a seminar clearly called for a 
departure from the instructional methods 
usually followed in law schools. The 
plan adopted was that of a series of 
two-hour lecture and discussion periods. 
At each of these a pre-arranged topic is 
discussed by an experienced trust officer, 
insurance accountant or 
lawyer — the lecturers being chosen not 
only on the basis of their practical ex- 


underwriter. 


perience but also because of their ability 
effectively to transmit ideas to students 
who have had no previous contact with 
the problems at the practical level. Se- 
lected with the advice of the Council’s 
contest committee the lecturers are ap- 
pointed as associate, or “clinical,” mem- 
bers of the Law School faculty. 

The extent of their interest in the 
program has been demonstrated on a 
number of occasions by the presence of 
lecturers, as 
members, at seminar sessions. On these 
occasions lively discussions, participated 
in by the scheduled lecturer and _ his 
downtown auditors as well as the stu- 
dents, have developed and varying points 
of view have been presented and argued 
in a manner which made these sessions 
of particular value to all present. 


several well as Council 


Meeting “Client” and Advisers 


At the first meeting of the seminar 
the law school instructor outlines its 
objectives and hands to each student a 
schedule of the seminar meetings show- 
ing the topics to be discussed at each 
of the eighteen scheduled meetings and 
the names of the lecturers. Supplemen- 
tary to this is an extensive bibliography 
of the materials to be studied before 
each seminar. The students are then ad- 
vised that each is entered as a contest- 
ant for the prizes offered by the Seattle 
Life Insurance and Trust Council and 
is given a copy of the rules of the con- 
test and a statement of facts relating to 
the property and business interests, fam- 
ily status and dispositive desires of a 
hypothetical “client” for whom the stu- 
dent is, as the final step in the seminar, 
to prepare a plan of inter vivos and 
testamentary property disposition. The 
factual situation is a fairly complex one, 
involving either a partnership or corpo- 
rate interest, and presents many practical 
as well as legal problems. 
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Seminar session at University of Washington School of Law 





The first lecturer is a lawyer who 
has had substantial experience, as a 
private practitioner, in estate planning 
and as attorney for executors and trus- 
tees. His approach is a professional one 
and is designed to show how the lawyer 
typically participates in the planning of 
property disposition and what are his 
functions and responsibilities. The lec- 
turer makes many practical suggestions 
with respect to the procedures to be fol- 
lowed by the lawyer in performing this 
type of service for his client and stresses 
the necessity for cooperation between 
lawyer, trust officer, accountant, insur- 
ance underwriter and others directly 
concerned with the formulation of dis- 
positive plans and administration of 
property. 

The second lecture period is devoted 
to the problem of estate analysis. An 
experienced trust officer leads this dis- 
cussion, pointing up the factual matters 
into which inquiry must be made. 


Life insurance is the central theme 
of the following three sessions. Two ex- 
perienced life underwriters discuss the 
types of policies, settlement options and 
methods of utilizing life insurance in 
planning the estate of a business owner 
as well as of a person having non-busi- 
ness assets. The problems involved in 
the life insurance trust are then dis- 
cussed by a trust officer. 


The General and the Specific 


The next two sessions concern the 
trust and its utility in providing for the 
management and disposition of accumu- 
lated property. These discussions are 
led by experienced trust officers who 
are themselves lawyers and thus able to 
relate their discussion of the trust in 
operation to the students’ knowledge of 
the law of trusts. 








= —s.— 


Two seminar meetings are then de- 
voted to accounting aspects. The first, 
in the nature of a general survey, is 
handled by a member of the University’s 
accounting faculty. The second, which 
relates mainly to valuation problems, is 
led by a certified public accountant who, 
in his practice, specializes in estate plan- 
ning work. 

At the next meeting of the seminar 
the law school instructor undertakes a 
review of certain aspects of property 
law which are of particular significance 
in connection with the preparation of 
estate plans. 

Five seminar sessions then focus upon 
the tax aspects of estate planning. The 
first constitutes a general review of 
Federal income, estate and gift taxes, 
to orient the students. The following 
three sessions focus upon tax implica- 
tions of insurance, powers of appoint- 
ment and problems arising in connec- 
tion with community property and trans- 
fers between spouses. The series on 
taxation is concluded with a session 
devoted to the mechanics of tax calcula- 
tion. The first of the tax lectures is 
handled by a member of the law faculty, 
the next three by lawyers who, in their 
own practice, are specialists in tax law 
and the fifth lecture is given by a trust 
officer. 


At the following meeting a trust ofh- 
cer discusses provisions relating to the 
powers of trustees, pointing up the prac- 
tical necessity for careful consideration 
by the lawyer of the clauses of this type 
inserted in the instruments which he 
drafts and illustrating the administra- 
tive problems of trustees when adequate 
trust powers are not included in the 
basic documents under which they op- 
erate. 

This discussion is followed by two 


293 





sessions on the mechanics of drafting, 
the lecturer being a practicing attorney 
with broad experience in the prepara- 
tion of wills and trust instruments. 


Credit — and Prizes 


At the conclusion of this series of 
lecture-discussion periods formal meet- 
ings are discontinued, and approximate- 
ly six weeks is allowed before papers, 
in final forms, are submitted. During 
this period each student must independ- 
ently develop his own plan, based upon 
the stated facts, for both living and 
testamentary transfers by the “client” 
and his wife. A student may confer 
with the law school instructor at any 


e SAVE $25,000! 


time during this interval but no advice 
is given as to specific methods of hand- 
ling the fact situation presented in the 
problem. 


As the culmination of the seminar 
each student must prepare three docu- 
ments. The first is a letter, not exceed- 
ing two pages in length, addressed to 
the “client,” outlining the dispositive 
plan which he proposes. The second is 
a law office memorandum discussing and 
giving reasons and authorities for each 
step in the plan, and including tax com- 
putations. The third is a will for the 
hypothetical “client” embodying all 
features called for in the student’s pro- 


e UNCLE SAM RUNS BARGAIN SALE 


e MAY BE TERMINATED ON SHORT NOTICE 


















dling of living trusts. 


24 Federal Street 
Boston 10, Massachusetts 


The changes of 1948 and 1950 in the Federal Estate 
Tax Laws give Corporate Trustees a potent argument 
to secure new business. The possible saving of sub- 
stantial sums of money in estate taxes is startling and 
interesting information. Many people have not made 
the necessary arrangements to take full advantage of 
these changes. A married man worth $200,000 should 


be anxious to save $25.000 on estate taxes. 


Our Group Plan for Small and Medium-size Banks 
will assist in the administration of present and new | 


accounts. It will be particularly helpful in the han- 


Address inquiries to our Philadelphia office. 


STUDLEY, SHUPERT & Co. 
INVESTMENT COUNSEL 


712 Provident Trust Building 
Philadelphia 3, Pennsylvania 


posed plan. The papers submitted are 
appraised by a board of three judges 
which determines the contest prize win- 
ners and graded by the law school in- 
structor for law school credit. 

The contest judges and other members 
of the Council who have studied the 
materials submitted by the students 
have been impressed by the breadth of 
perception which the solutions demon- 
strate and by the practicality of the 
proposals outlined, not only by those to 
whom prizes have been awarded but by 
those who “also ran.” It is still too early 
to know whether the ultimate benefits 
will equal expectations but after two 
years of cooperation on the project both 
the Seattle Life Insurance and Trust 
Council and the Law School are con- 
vinced that the seminar in estate plan- 
ning has not only pedagogical value but 
practical which 
called for its continuance. 


potentialities clearly 





WILLIAM MCCHESNEY MARTIN 


Newly appointed chairman of the 
Board of Governors of the Federal Re- 
serve System brings an_ exceptional 
record of financial experience and sound 
leadership to a position of great influ- 
ence for economic stability. 

Formerly president of the New York 
Stock Exchange, Mr. Martin was chosen 
by President Truman in 1945 to be chair- 
man of the Export-Import Bank of which 
he became president also in the following 
year. In that same year he was named 
Assistant Secretary of the Treasury in 
charge of international finance. 

In recent hearing before the Senate 
Banking Committee, Mr. Martin express- 
ed his conviction that the Reserve System 
should be independent of the Executive 
branch but a partner with the Treasury 
in protecting the government security 
market and accountable to Congress. His 
philosophy is indicated by his remark 
that: 

“T like to think of a trustee relation- 
ship to see that the Treasury does not 
engage in the natural temptation to de- 
preciate the currency or engage in prac- 
tices that would harm the general wel- 
fare.” 
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Regional Trust Conferences Set 


The two regional trust conferences 
under the auspices of the Trust Divi- 
sion of the American Bankers Associa- 
tion, will be held this fall in San Fran- 
cisco and Chicago it was announced by 
Raymond H. Trott, president of the 
Trust Division and of the Rhode Island 
Hospital Trust Co., Providence. In San 
Francisco, the 25th Western Regional 
Trust Conference will be held at the St. 
Francis Hotel on October 17, 18, and 19. 
Hosts the of the 
Trust Companies of Central California. 
In Chicago, the 20th Mid-Continent 
Trust Conference will be held at the 
Drake Hotel on November 8 and 9, with 
the Corporate Fiduciaries Association 
of Chicago as hosts. 


will be Association 
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Trust Council News 


Recent life insurance trust and estate 
planning council meetings included the 
following, with principal speaker and 
topic shown: 

Los Angeles: April 12th — a novel 
breakfast meeting John O. Todd, 
C.L.U., Chicago. “Taxation and Estate 
Planning.” 

Southeast Florida: April 13th — Sam- 
uel J. Foosaner, Federal tax editor of 
Trusts AND Estates, “Estate Planning 
under Tax Law Today.” 

Vew Orleans: Edmund L. G. Zalinski, 
executive vice president, National Asso- 
ciation of Life Underwriters, “Inflation.” 

Detroit: April 24th — John J. Ray- 
mond, professor of taxation at Uni- 
versity of Detroit Law School, “How to 
Plan an Estate.” 

North Jersey: April 18th — René 
Wormser, New York attorney and au- 
thor, “Estate Planning in the Face of 
Inflation.” 

Buffalo: April 4th — Joseph E. 
Bright, “The Coming Trend in Labor 
Relations.” 

Pittsburgh: April 18th — Thomas 
Hughes, manager of Pittsburgh Field 
Office of Social Security Administration, 
“Implications of the New Social Secur- 
ity.” 

Fort Worth: April 16th — Samuel G. 
Winstead, Dallas attorney, “Practical 
Pointers on Inter Vivos Trusts.” 

Milwaukee: April 30th: — considera- 
tion of accomplishments toward objec- 
tive of cooperation among allied groups. 
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NEWS PARAGRAPHS... 


Trust Earnings Rise 


A substantial increase in gross trust 
earnings was reported for 1950 by mem- 
ber banks in the Second Federal Re- 
serve District (New York). The total 
was $66,009,000, an increase of 11.2% 
over the previous year. Total current 
operating earnings of the reporting in- 
stitutions rose only 7.9%. New York 
City’s 23 banks accounted for $57,484,- 
000 of aggregate trust earnings, this 
representing a gain of 10.8% over 1949. 

The Twelfth District (San Francisco ) 
likewise reported an advance of 11% 
in trust earnings to $15,400,000 in 1950. 
Total bank earnings were up 10%. 

Illinois state banks showed an ever 
larger addition to the prior year’s figure 
for gross trust earnings, the $6,162,448 
amount for 1950 constituting a rise of 
almost 18%. 


A A A 


Record Corporate Profits 


In 1950 profits for U. S. manufactur- 
ing corporations, both before and after 
taxes, hit a new high. Profits before 
taxes totaled $23.2 billion, compared 
with $14.4 billion in 1949, Profits after 
taxes were $12.9 billion in 1950, com- 
pared with $9 billion the year before. 
Corporate taxes, however, advanced 
more than profits, $5.4 billion in 1949 
to $10.4 billion last year — almost 
100%. 

The rubber industry showed the high- 
est gain — 107% in profits after taxes. 
The lumber and wood industry followed 
with 105%. Other substantial gains were 
recorded by furniture, 94%; primary 
producers of lead, copper. zinc and 
other nonferrous metals, 89%; electrical 
machinery and the leather industry, 
both 74%. The tobacco industry, with a 
decline of 3% after taxes, was the only 
industry to show a decline for the year. 


A A A 


Estate Planning Seminars 


Recent estate seminars conducted by 
local chapters of the Chartered Life Un- 
derwriters Association included Boston’s 
1951 Tax and Estate Seminar on Febru- 
ary 15th. Joseph Trachtman, New York 
legal editor of Trusts AND Estates, 
featured the morning session on current 
problems in estate planning, while Mi- 
chael D. Bachrach, Pittsburgh CPA, 
discussed financial statements of small 
corporations at the afternoon meeting. 


The Des Moines chapter has been 
holding a series of monthly seminars, 
the February one of which was address- 
ed by Clyde H. Doolittle, senior vice 
president and trust officer, Iowa-Des 
Moines National Bank, on The Trust 
Officer’s Viewpoint. 


A A A 


Illinois Trustmen Meet 


The 14th annual meeting of the Trust 
Division, Illinois Bankers Association, 
held at Bloomington on April 26, elected 
as president John B. Happ, vice presi- 
dent and trust officer, First National 
Bank and Trust Co., Evanston. The 
other newly chosen officers are shown 
with Mr. Happ in the accompanying 
photograph. 


Following committee reports and the 
presidential address by Charles H. 
Ruedi, vice president and trust officer 
of Millikin Trust Co., Decatur, there 
were discussions on “Insurance Protec- 
tion for Trust Department Operations,” 
by Louis J. Ronder of Continental IlIli- 
nois National Bank and Trust Co., Chi- 
cago; “Illinois Estate Tax Law,” by 
Byron E. Bronston of the same bank; 
“Where There is Law There is Trust 
Business,’ by Chicago attorney Henry 
Blumberg. The afternoon session was 
devoted to trust investments, with Flet- 
cher C. Ransom of Citizens National 
Bank, Decatur, discussing current poli- 
cies and procedures with respect to 
mortgages, and T. J. Herbert of Ameri- 
can National Bank and Trust Co., Chi- 
cago, analyzing the present use of com- 
mon stocks. 





NEW OFFICERS OF TRUST DIVISION, 
ILLINOIS BANKERS ASSOCIATION 


Left to right: president, farm management 


section, trust division, C. H. Stinson, as- 
sistant trust officer, City National Bank of 
Kankakee; secretary, trust division, Kirk R. 
Sutherland, assistant secretary, I.B.A.; vice 
president, trust division, C. D. Charlton, 
vice president and trust officer, LaSalle 
National Bank, LaSalle; president, trust di- 
vision, John B. Happ, vice president and 
trust officer First National Bank and Trust 
Co. of Evanstown; chairman, local arrange- 
ments committee, Harry E. Riddle, trust offi- 
cer, Peoples Bank of Bloomington. 
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Trust-Minded Direczors 


REGULAR REPORTS STIMULATE COOPEKSTION 


Vice President and Trustee, United States Trust Company of New York; 
Chairman, Trust Division, New York State Bankers Association 


HE Directors of a bank represent 

not only its stockholders and the 
public in the conduct of the banking 
business but also the Trust Department. 
Directors should be in a position to in- 
terpret its performance to others, yet in 
many ways they are not sufficiently in- 
formed to do so. 


As a Trust Officer, or as a Bank offi- 
cial responsible in any way for trust 
work, you know of the worthwhile and 
highly valuable services performed from 
day to day by your Trust Department. 
Your enthusiasm for your organization 
and faith in its ability to carry out suc- 
cessfully the matters entrusted to it are 
not diminished by occasional mishaps 
or expressions of dissatisfaction. Your 
knowledge and therefore your perspec- 
tive is broad; share this with the mem- 
bers of your Board. 


Directors must be informed before 


JAMES M. TRENARY 


they can fully comprehend the fine work 
being done. This will enhance their in- 
terest and arouse their enthusiasm. This 
is a first step in wirtning public accept- 
ance. A well informed, enthusiastic Di- 
rector can be the best of ambassadors. 


There are many ways to accomplish 
this. Mark A. Brown, President of the 
Harris Trust and Savings Bank, gzve a 
delightful talk at the 1950 Mid-Continent 
Trust Conference about the necessity for 
trustmen to come out of their shells. 
Further specific suggestions along this 
line may be helpful. 


Accountings High Lighted 


About two years ago our Company 
inaugurated the practice of reporting to 
the Board the results of each trust or 
estate accounting, either intermediate or 
final. A simple one page form, (see page 
298), is used to show the salient facts, 








Board of Directors Room, United States Trust Company 
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ry, expenses and taxes, 
gains and |c¥#es and the value at the 
time of the Qccounting. This material 
is readily accessible in the accounting 
and summarizing it creates little extra 


such as inv 


work. 


The form shows the accounting period 
and the Company’s investment authority. 
Unusual circumstances, unusual gains or 
losses are explained verbally. Since good 
results completely overshadow the fair 
or poor ones, it does not take long to 
create an atmosphere of confidence in 
the work the Trust Department is doing. 
When all is said and done, success in 
trust management hinges on investment 
results. 


Recently there was reported an inter- 
mediate accounting covering an eleven 
year period for a substantial trust which 
showed an increase in value of nearly 
40%. The Special Guardian went out of 
his way to include in his report mention 
of this fine record, which aroused a 
great deal of interest among the mem- 
bers of the Board. Such occurrences 
cannot be repeated regularly but the 
fine overall results reported month after 
month might be a revelation even to 
those who are engaged in this work 
daily. 

Similarly, our report form discloses 
the annual income in the first year and 


the last year of the accounting period. 


This gives a concise picture of what has 
been done for the “primary object of 
the testator’s bounty,” the beneficiary. 
Our Directors are frequently and pleas- 
antly surprised to find that in many in- 
stances where the Company has oper- 
ated under broad investment powers the 
annual income has been improved over 
a period of years. For example, an in- 
termediate trust accounting for a fifteen 
year period showed an increase in in- 
come from first to last year of 40% 
and an average return of better than 


4%. 


TRUSTS AND ESTATES 
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“Legal” Examples 
One trust of modest size, with broad 
powers of investment, showed an in- 
crease in income from $2,500 in the 
first year (1933) to $4,900 in 1949. 
Examples such as these continually come 
before the Board. Conversely, of course, 
trusts limited to legal investments often 
show rather wretched results from an 
income point of view. These reviews 
point up the value, through changing 
times, of discretionary powers in the 

hands of experienced trustees. 


In 1949 the final accounting of a 
trust which began in 1884 was reported. 
As Trustee we were limited to legal in- 
vestments and over the 65 year period 
the value of the trust showed a modest 
profit. The income picture, however, was 
startling. The first full calendar year in 
1885 showed an income of over $34,000. 
In 1948 the income had shrunk to $18,- 
000. No longer do we have the seven 
and eight per cent bonds that were 
available during and just prior to the 
“gay nineties.” 

It is amazing to all of us to see the 
number of small accounts being ad- 
ministered. This fact is forcibly brought 
home by the reports of accountings. 
Only last month there was a report on 
the termination of a $500 trust which 
began in 1925, with realized gains of 
$41.39. Investments were limited to 
legals and the income dropped over a 
25 year period from $25.88 to $13.23. 
The Company’s total compensation for 
administering this trust for over 25 
years, both principal and income, was 
$62.53. 

The Time Will Tell 

Of course, results cannot always be 
favorable, but it is interesting to find 
that while a particular account may show 
a net loss there often is a reason which 
in itself proves a fine management job 
has been done. Timing is important; it 
makes a lot of difference whether a trust 
was opened in 1929 or 1932 and whether 
you received mortgages, real’ estate, 


stocks or cash. 


One final accounting was reported in 
a trust of $100,000 at inception but with 
a value of $70,000 at termination. The 
administration twelve year 
period. It was explained, however, that 
$28,000 of the resulted 
from a double foreclosure of an inheri- 
ted mortgage. The Directors are given 
the complete story to help them appreci- 
ate the problems being faced every day 
in trust management. 


covered a 


realized loss 


Startling results are sometimes re- 
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ported. One substantial trust was estab- 
lished in the summer of 1929, which 
ordinarily would mean sad news for a 
trustee. The results, however, showed 
maintenance of value and, in fact, some 
profit at the time of the accounting a 
year ago. Investigation disclosed that in 
September of 1929, in answer to our in- 
quiry, the attorneys for this trust ad- 
vised the Company that the peculiar 
wording of the will required limitation 
to legal investments. The account at that 
time was made up almost entirely of 
stocks. The officials naturally advised the 
family that all stocks would have to be 
sold and bonds purchased. You can im- 


iO 


agine the wails of anguish they heard. 
The program proceeded, however, and 
was completed before the break in the 
market. For the past twenty years mem- 
bers of this family have been among the 
most ardent boosters for the Company 
and have brought in several new ac- 
counts. At times circumstances favor a 
trustee. 


Closings — In and Out 


Another method of arousing enthusi- 
asm among Board members is to report 
all new accounts with a pertinent and 
interesting story about each one. The 
Board hears how much is involved, how 


©; 
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SAMPLE ACCOUNTING FORM 


Title: 
Period Covered: 

Final 
Co-Trustees None 


Investment Powers: 


DOE, under will of John, Sr. for Richard Roe 
Nov. 23, 1893 to Nov. 28, 1950 


Release 


Restricted to mortgages or high grade bonds 


Principal 
Chargeable Value — ... es ae $315,000.00 
Administration Expenses: 
Commissions ___ ee ene Ree ea ee eee $ 5,925.60 
L/S & Disbursements $ 4,622.03 
Income Tax & Miscellaneous __ $ 500.11 11,047.74 
$303,952.26 
Gains: 
ESSE eee naeene eres Semereanar en $60,397.19 
On Revaluation _ . $ 8,867.94 $ 69,265.13 
Losses: 
Realized _. $18,081.36 
On Revaluation -. § Fah $ 18,456.47 
Net Gain/Loss _....... $ 50,808.66 
Property Distributed — $354,760.92 
Income 
First Fiscal Year (1894) $ 19,400.00 
Last Fiscal Year "RUPE aie Nee 12 Oa See. Or ee ee $ 8,521.22 
ER A a ae Le as A ee $841,408.54 
Total $869,329.76 
Administration Expenses: 
Commission $10,868.71 
Other Inc. Charges - _ $ 934.32 $ 11,803.03 
Net $857,526.73 
Disposition of Property: 
Appointed under will of Richard Roe as follows: 
Outright legacies : $ 29,000.00 
Debts and expenses of Estate of ‘Richard Roe pa! 203,789.29 
Balance distributed Ie ia Ys 121,971.63 
$354,760.92 


Remarks: 


Most realized losses were taken on various railroad bonds received in trust. 


the business was obtained and what 
management problems may be encoun- 
tered. New accounts are reported to the 
Executive Committee weekly and to the 
Board monthly. This serves to keep 
members up to date on business develop- 
ment and is an excellent reminder that 
Board members are on the team too and 
can be of real assistance. 

At the end of each year a complete 
report is given to the Board, showing 
the source of all new business. This 
statement discloses how much business 
was brought in as a result of officer and 
staff effort, as well as through Directors, 
lawyers, brokers and regular clients. 
Needless to say, this information is most 
enlightening to all concerned. 

Again disclosing the bad with the 
good, each account that has left our 
care is reported and an explanation 
given as to why the business was lost. 
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This gives members of the Board a 
clear picture of what is being done and 
creates further confidence, for they nat- 
urally realize that if an account is rarely 
lost because of dissatisfaction, then the 
team must be performing well. On occa- 
sion the facts jolt everyone when it is 
realized that with a little more effort 
an account that was lost might have 
been saved. 


It is important that members of the 
Board know ALL the facts to aid them 
in interpreting to their friends, their as- 
sociates and to the public the services 
you are rendering and how you operate. 


Lastly, our management verbally pre- 
sents to the Board any unusual prob- 
lems or interesting events that have 
occurred. For example, the Trust Ad- 
ministration Officers recently arranged 
for an air shipment of several million 
dollars’ worth of jewelry in a new estate 


from a European country to our own 
vaults. The only through plane from 
the particular city involved always 
leaves on Saturday and arrives in New 
York on Sunday. This made the job 
even more interesting, requiring special 
authority to open the vault, obtain police 
protection and all the other necessary 
precautions. Just how this was done, in- 
surance coverage, cost, the difficulties 
encountered in obtaining foreign releases 
and meeting customs’ regulations, was 
explained in some detail. 


The Human Side 


Humor and human interest should not 
be forgotten. Some time back it was 
very evident to our men that the brown- 
stone house of a decedent who had 
named the Company executor had not 
been cleaned for many years. The ap- 
praiser refused to work before the house 
was fumigated to destroy the vermin. 
Arrangements were made to do this and 
upon the next call our men were greeted 
with a sign reading “This house being 
FUMIGATED. If you have rats, mice, bugs, 
ants or any pests call the KILLER.” The 
nieces of the decedent were not exactly 
happy with this advertisement, which 
was promptly removed. After a ten-day 
wait a search of the house for assets 
disclosed bearer Government Bonds be- 
tween the mattress and the spring of 
the decedent’s bed, cash in paper bags, 
many checks payable to the decedent 
which had been endorsed but 
presented for payment and jewelry in 
the bread box. 

Surprises always add to the interest 
of the trust business. While trustmen 
expect the unusual, no one could have 
been more surprised than our represent- 
ative who kicked the edge of a rug in a 
decedent’s house and discovered a $20 
gold piece. Upon further investigation 
he found the entire floor under the rug 
literally covered with several hundred 
gold pieces. 


never 


. Management of family owned or con- 
trolled ¢orporations is becoming an in- 
creasing problem. Directors are always 
interested in this phase of our business. 
Recently we found ourselves in control 
of a manufacturing company which had 
prospered during the war making prod- 
ucts out of its regular line of business. 
However, when we received our appoint- 
ment all defense contracts had been can- 
celled and the company was in an over- 
extended position with creditors begin- 
ning to take action. Over the course of 
the next year we formed a creditors’ 
committee, changed the management, 
added particularly qualified men to the 
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Board of Directors, and started the 
company back in its regular line of 
business. Devolopments were reported 
to our Board every four or five months. 
In the interim Directors frequently in- 
quired about the progress being made. 
At this writing it appears that in an- 
other year or two the company will once 
again be in good financial condition. 
You may be wondering how your 
Trust Department can obtain adequate 
time on the Board’s agenda to permit 
proper presentation of the facts. Or 
you may be thinking that you are limited 
to reporting to your Trust Committee, 
Investment Committee, or some similar 
group. Such Committees perform very 
valuable functions and, obviously, 
should be informed in some detail about 
the matters mentioned. However, it is 
the Board of Directors we have in mind 
here. With careful preparation a great 
deal can be accomplished in five min- 
utes. Before long this time will be 
lengthened by request. While the Trust 
Department case probably should be 
presented by the executive in charge, 
everyone can participate in gathering 
the interesting facts and making sugges- 
tions. 
It has been said that the true impor- 





services for individuals and corporations. We invite your 


inquiry whenever we can be of assistance in this area. 


CITY NATIONAL BANK 


AND TRUST COMPANY of Chicago 
208 SOUTH LA SALLE STREET 


(MEMBER FEDERAL DEPOSIT INSURANCE CORP.) 
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tance of a Trust Department is not al- 
ways acknowledged. If so, then to a 
great degree it is because of lack of 
knowledge and understanding. A com- 
mercial banker or a Director of a com- 
mercial bank knows the banking busi- 
ness. He knows that risk is inherent and 
some loss is bound to occur. That is 
part and parcel of the banking business. 

He is not so apt to know, unless you 
educate him, that while there is risk 
in the trust business, it is a calculable 
risk, just as banking risks are calculated. 
No trust department that is operated in- 
flexibly, with the sole purpose of avoid- 
ing risk to the bank, will prosper. Once 
this is fully understood by bank man- 
agements and bank boards then we will 
all move ahead on a united front. 


A &A A 


Delinquent Fiduciary Paid 


In the absence of abuse of discretion, 
county court’s allowance of commissions 
to a fiduciary who failed to make a proper 
settlement cannot be disturbed in the 
higher courts, according to a recent de- 
cision by the Supreme Court of Appeals 
of West Virginia, in Boggs’ Estate, 63 
S.E. (2d) 497. Record showed the ad- 


ministrator had rendered a real service 
to the estate. 





We maintain complete trust 





Kansas Trust Assets 

Thirty banks and trust companies in 
Kansas were, according to latest reports, 
administering 800 private and court ac- 
counts aggregating $36,668,500, H. W. 
Hill, national bank examiner, told the 
annual meeting of the Kansas Trust Di- 
vision in March. Mr. Hill commented 
that this was a relatively small volume 
of trust business considering the state’s 
wealth and favorable fiduciary statutes. 

These institutions are serving only 28 
corporations as transfer agent or regis- 
trar, Mr. Hill pointed out, and function 
in only 41 cases as trustee for note or 
bond issues which total merely $5,303,- 
495. There are. however, 36 trustee- 
ships for Governmental purposes, aggre- 
gating some $63 million, and a substan- 
tial sum — $82,205,860 — is held in 
4,971 agencies, escrows, bailments and 
similar accounts. Mr. Hill expressed 
the conviction, developed in examining 
trust departments, that trust business 
can be obtained in unbelievable volume 
at a reasonable profit and without un- 
due risk of liability. Qualified personnel, 
trust-minded directors, a careful accept- 
ance policy based on review of instru- 
ments by counsel, and an adequate “rec- 
ord and check” system are prerequisites. 





















Capital Gain Distributions | 


CLAUSES TO ELIMINATE QUESTION OF ALLOCATING 


INVESTMENT COMPANY DIVIDENDS 


HE increasing popularity of invest- 

ment company shares! will unques- 
tionably lead to the presence of a sub- 
stantial amount of them in estates and 
trusts. 


In a recent article” entitled “Mutual 
Funds Make Small Living Trusts Feas- 
ible,” William B. Putney, 3rd, found 
persuasive reasons for the use of invest- 
ment company shares as major invest- 
ment media under inter vivos trust 
agreements. The replies to a “Survey of 
Fiduciaries” a year before indicated a 
preponderance of trust officer opinion, 
especially in small and medium sized 
trust companies, in favor of holding 
rather than selling investment company 
shares received as assets of an estate or 
trust.® 


It is thus practically certain that pro- 
fessional trustees will more- and more 
be administering accounts that include 
investment company shares. With this 
prospect it seems desirable to anticipate 
the questions that may arise from this 
relatively new form of fiduciary invest- 
ment. One of the questions already liti- 


*The author, an associate of Scudder, Stevens & 
Clark, has made comparable suggestions in an 
article appearing in the March 1951 issue of Ford- 
ham Law Review. 


1According to a press release, issued on Jan. 23, 
1951, by the National Association of Investment 
Companies, some 1,222,000 shareholders on Dec. 31, 
1950, owned approximately $3,374,000,000 of assets 
in 136 investment companies. The number of 
shareholders and the value of the assets have in- 
creased steadily since 1941. Total asset values on 
Dec. 31, 1946 and 1947, were lower than 1945, due 
to a decline in values in closed-end trusts, but 
there was no interruption in the increase in share- 
holders or in asset values of the open-end funds. 
No adjustment for duplication of stockholders is at- 
tempted but it may be assumed to be substantial. 


Mutual fund, investment trust, investment fund, 
are all terms popularly used almost interchange- 
ably with the term investment companies, which 
includes all. Regulated Investment Company is a 
term derived from the Investment Company Act 
of 1940 and carried into the Internal Revenue Code. 


*Dec. 1950 TRUSTS AND ESTATES 836. 


%See April 1950 Trusts AND ESTATES 228, for 
Alec B. Stevenson’s analysis and comment on this 
survey. Replies from 420 attorneys and 381 trust 
officers in 48 states and the District of Columbia 
led to a conclusion that fiduciaries, both individual 
and corporate, are interested in the investment 
fund principle and in the use of investment com- 
pany shares, especially for diversifying the com- 
mon stock portion of small trusts. 
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DWIGHT ROGERS* 
Member of the New York Bar 


gated in New York deals with the alloca- 
tion between income beneficiary and 
remainderman of “capital gain divi- 
dends” declared from net capital gains* 
realized by the investment company. 
While two lower New York courts have 
held that such dividends are distribu- 
table to the life tenants,® there is sharp 
difference of respectable opinion on the 
subject.® Legally, the question is far 
from settled. As a practical matter it is 
easy to settle for any particular trust 
by appropriate draftsmanship. 


Draftsman’s Choice 


Leading draftsmen have been quick 
to recognize the potential advantages to 
beneficiaries and trustees offered by 
common trust funds and shares of in- 
vestment companies as trust investments. 
Numerous forms including power to 
make such investments have been pub- 
lished.? But even the modern principal- 
income clauses do not clearly inform the 
trustee whether he should pay to the life 
tenant, or retain for the remainderman, 
a capital gain dividend. Moreover, the 
elaborate specifications of the Uniform 
Principal and Income Act® seem less 
than clear when applied to the conven- 


‘The term capital gain distributions is used 
throughout interchangeably with capital gains divi- 
dends. Some state security commissions object to 
the use of the word dividends in connection with 
these payments despite its use in the Internal Rev- 
enue Code. 


5Matter of Byrne, 81 N.Y. Supp. (2d) 23, 192 
Mise. 451 (Surr. N.Y. 1948); Matter of Bruce, 81 
N.Y. Supp. (2d) 25, 192 Misc. 523 (Sup. Ct. N.Y. 
1948). 


®See: Shattuck, “‘Capital Gains Distributions — 
Principal or Income,” March 1949 TrusTS AND Es- 
TATES 160, and Andrew B. Young, ‘“‘A Dissent on 
Capital Gain Distributions,’’ May, 1949, p. 280. See 
also Shattuck, ‘“‘Further Comment on Capital Gain 
Distributions,” July, 1949, p. 429, and Young, 
“Capital Gains,’’ Aug. 1949, p. 467. 


7See the Forms accompanying the Report of 
Committee on Standards of Draftsmanship Wills 
and Trusts, American Bar Association, Section of 
Real Property, Probate and Trust Law, Joseph 
Trachtman, Chairman, Oct. 1950 TRUSTS AND Es- 
TATES 661. See also American Law Institute book- 
let, Lifetime and Testamentary Estate Planning, 
by Harrison Tweed and William Parsons, pp. 87 
and 98, and comments on pp. 119 and 129. 


89 Uniform Laws Annotated, Section 5. 


_ ous in regarding them as distributable 


tional capital gain dividend. The only 
adequate principal-income clauses in 
general use are those that give the 
trustee an unusually complete discretion 
to decide whether to pay out or to retain 
corporate distributions that might other- 
wise be considered capital.® 


If it occurs to the reader that the 
simple solution would be for the invest- 
ment company not to pay “capital gain 
dividends,” it might be helpful to de- 
scribe briefly the situation in which the 
company itself is placed by certain re- 
lief provisions of the Internal Revenue 
Code. One part of Section 362(b) says 
in substance that if the company dis- 
tributes its net capital gains from year 
to year as realized, (a) there will be 
no corporate tax on them, and (b) the 
shareholder may take them into his own 
return at the preferential long term 
capital gain rates. This provision oper- 
ates inexorably to squeeze realized gains 
out of the company like juice from an 
orange. A recent compilation by Arthur 
Wiesenberger & Co. showed that in 1950 
about 60% of nearly 200 companies 
made some capital gain distribution.’® 


The draftsman need not side with Mr. 
Shattuck,® who forcefully contends that 
capital gain distributions should be re- 
garded by fiduciaries as principal, nor 
with Mr. Young,® who is equally strenu- 


income. He can help the trustee and may 
give the beneficiaries otherwise unob- 
tainable advantages"! if he will: 


*Ordinary discretionary clauses give the trustee 
power to resolve only questions “‘‘about which there 
could be reasonable doubt.” Matter of Talbot, 170 
Mise. 138, 139 N.Y. Supp. 2d 806. Clauses such as 
Nos. 180 and 181 in Gordon: Standard Annotated 
Forms of Wills, and Sections 170.1, Fingar and 
Bookstaver: New York Wills, would seem adequate 
to cover capital gain dividends. 


104A few of the companies on the list are not 
Regulated Investment Companies and thus could 
not avail themselves of this relief provision. 


The advantage to the beneficiaries will be more 
particularly evident in trusts of $100,000 or less, 
where diversification of the common stock portion 
of the portfolio is especially difficult. 
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First: include a power to hold and to 
acquire shares of investment compan- 
ies and participations in common 
trust funds without duty to diversify. 


Second: give the trustee guidance, 
instruction or specific direction in re- 
gard to capital gain distributions 
from regulated investment companies, 
whether or not he gives specific power 
to hold or to purchase such shares. 


Likewise, in reviewing existing wills and 
revocable or amendable trusts, the 
draftsman should cover both points. 


Two published forms are noteworthy 
in connection with the first recommend- 
ation. The first comes from the previous- 
ly cited Trachtman committee report! 
(italics supplied ) : 


“CLausE NumBer: I grant to my ex- 
and trustees every- 
thing they deem advisable, even though it 
would not be authorized or appropriate for 
fiduciaries (but for this power) under any 
statutory or other rule of law, including 
in this grant (without impairing its plen- 
nature) power to: 


ecutors power to do 


ary 

(1) acquire by purchase or otherwise, 
retain,, temporarily or permanently, 
any kind of realty and personalty—even 
stocks and unsecured obligations, undivided 
interests, interests in investment trusts and 
discretionary common trust funds, property 
which produces much, little or no income, 
or which is wasting, or is outside of my 
domicile or abroad—all without diversifica- 
tion as to kind or amount ;” 


and 


The second is from the Tweed and 
Parsons American Law Institute book- 
let'* (italics supplied) : 

“SeconpD: The Trustee is hereby ex- 
pressly authorized and empowered, in its 
sole and absolute discretion: 

1. To purchase or otherwise acquire and 
to retain, whether originally a part of the 
trust estate or subsequently acquired, any 
and all stocks, bonds, notes or other securi- 
ties, or any variety of real or personal 
property, including stocks or interests in 
investment trusts and common trust funds, 
as it may deem advisable, whether or not 
such investments be of the character per- 
missible for investments by fiduciaries, or 
be unsecured, unproductive, underproduc- 
tive, overproductive or of a wasting nature. 
Investments need not be diversified and 
retained with a view to 
a possible increase in value. The Trustee 
may at any time render liquid the trust 
estate, in whole or in part, and hold cash 
or readily marketable securities of little or 
no yield for such period as it may deem 
advisable.” 


may be made or 


Some draftsmen might like to use or 
adapt the language of a proposed amend- 
ment to the Model Prudent Man Stat- 
ute,’* which would replace the words 





See footnote 7. 
18See footnote 7. 


4“A Proposed Amendment to the Prudent Man 
Rule for Trust Investment,” Pamphlet published 
by Committee on Arrangements, Roy C. Osgood 
(Boston), Chairman. 
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“interests in investment trusts” in the 
examples just quoted with a more pre- 
cise description: 


“ 


_securities of any open-end or 
closed-end management type investment 
company or investment trust registered un- 
der the Federal Investment Company Act 
of 1940, as from time to time amended.” 


For a small trust in which the grantor 
or testator may contemplate investment 
company shares as the major invest- 
ment medium, the following phrase, 
whether or not coupled with a broad 
grant of general investment power, 
should prove entirely satisfactory: 


“ 


and may invest without further 
diversification any part or all of the trust 
including accumulations, if any, in any 
one or more open-end or closed-end man- 
agement type investment companies or in- 
vestment trusts, or any discretionary com- 
mon trust fund.” 


Instructions as to Capital Gains 


No one should be surprised that the 
problem of capital gain distributions has 
received little attention from drafts- 
men.!° The concept of the capital gain 
dividend was introduced by the Reve- 
nue Act of 1942 so that fiduciary prob- 


With two exceptions, the numerous form books 
and mimeographed and printed will and trust 
forms that have come to the writer’s attention have 
been uniformly silent. 


The 


Bond Fund 


lems created by it are relatively new. 
However, the advisability of giving the 
trustee some help in this area of his 
duties can scarcely be overstated. 


For example, a trustee who purchased 
or acquired in 1940 a $10,000 holding 
in one of the long-established and well- 
known investment companies might have 
actually received about $5,000 in capital 
gain dividends in the short period since 
the concept was introduced into the tax 
law. If he has distributed this sum to a 
life tenant, he may one day receive a 
vigorously asserted claim that it really 
belonged to the remaindermen. It would 
be a bold underwriter who would not 
ask a substantial premium to guarantee 
that any particular jurisdiction of the 
remaining 48 will follow the Byrne 
case,!® or that the higher courts in New 
York will not some day find persuasive 
reasons to overrule it. 


In any event, it seems certain that 
a clause such as the following will be 
most welcome to the trustee when and 
if the question of capital gain distribu- 
tions eventually overtakes him: 


CLAUSE... (_.) Capital gain divi- 
dends, as defined by Section 362 of the 


18See footnote 5. The record in the Byrne case 
reveals that the Special Guardian for the remain- 
dermen conceded that the capital gain dividend 
should be paid currently to the income beneficiary. 
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Internal Revenue Code, shall constitute 
principal, but the trustee, in his discre- 
tion, may at any time distribute all or any 
part thereof to the beneficiary or benefici- 
aries entitled to receive the income at the 
time of such distribution if, in the uncon- 
trolled judgment and discretion of the 
trustee, such distribution would be in 
the best interests of such beneficiary or 
beneficiaries. 

In a trust under which income is to 
be accumulated and reinvested until the 
beneficiary reaches a specified age and 
the entire fund with accumulations then 
paid over, there is no problem unless 
under certain contingencies accumulated 
income shall go to A and remainder to 
B, C or D. Here a simple direction 
would obviously be sufficient. 

CLAUSE Capital gain divi- 
dends shall be principal (or shall be in- 
come). 

If the trustee is given power to pay or 
apply principal to the income benefici- 
ary, there are numerous simple ways of 
meeting the requirements of the individ- 


ual trust: 


CLAUSE Capital gain divi- 
dends shall constitute principal; 
or 
CLAUSE Realized capital 
gains, including capital gain dividends, 


shall constitute principal; 
or 
CLAUSE. Realized capital gains 
shall constitute principal but all capital 
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gain dividends shall be distributed as in- 
come. 


Some draftsmen might prefer to use 
a clause giving the trustee broad discre- 
tion in allocating receipts between prin- 
cipal and incomé. The Trachtman com- 
mittee draft suggests giving the trustee 
power to: 

“(4) determine whether or to what ex- 
tent receipts should be deemed income or 
principal, whether or to what extent ex- 
penditures should be charged against prin- 
cipal or income, and what other adjust- 
ments should be made between principal 
and income;"!7 


The committee warns, however, that a 
mere power to allocate between principal 
and income may be inadequate from the 
point of view of both the trustee and the 
life tenant beneficiary who is presumably 
the chief object of the grantor-testator’s 
bounty, and offers further clauses de- 
signed to assist both. 

Tweed and Parsons in the A.L.1. book- 
let (p. 100) provide that: 

Rents, royalties and cash divi- 
dends received from wasting assets (in- 
cluding without limitation cash dividends 
paid by oil, coal, lumber or mining com- 
panies), extraordinary cash _ dividends 
other than liquidating dividends, and divi- 
dends payable in the stock of a corpora- 
tion other than the corporation declaring 
or authorizing the same shall be income. 


“The proceeds of the sale of unproduc- 
tive or underproductive property, liquida- 
ting dividends, and rights to subscribe to 
stock shall be principal. i 


This carefully drawn clause seems to 
favor the life tenant and appears to sup- 
ply a ready answer to many, and per- 
haps most, of the perplexing principal 
and income problems arising in every 
day trust administration, but because a 
capital gain dividend is a unique kind of 
distribution each trustee acting under 
this clause would have to decide for 
himself whether it is a dividend on a 


17See also clause “‘Encouraging Determinations in 
Favor of Current Income Beneficiary,” at p. 662, 
and especially Commentary on Power (4), p. 663, 
Oct. 1950 TrusTs AND ESTATES. 
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wasting asset, a liquidating dividend, 
an extraordinary cash dividend other 
than a liquidating dividend, or merely 
a Byrne dividend. 


It is difficult to imagine that, even 
in a state like New York, with strict 
rules against accumulation of income, 
the allocation of capital gain dividends 
to principal could be held to be an 
unlawful accumulation. The Byrne case 
have decided that 
where the instrument is silent such divi- 


seems merely to 


dends should be treated as income and 
paid out. Since by definition these dis- 
tributions are derived from net realized 
capital gain, it would seem entirely with- 
in the power of the creator of the trust 
to give them where and when he will 
or to put their disposition wholly within 
the discretion of his trustees. Such an 
aggressive extension of the Byrne doc- 
trine as would be required to make re- 
tention of a capital gain dividend tanta- 
mount to an unlawful accumulation of 
income would seem highly improbable. 

Capital gain dividends or distribu- 
tions are a product of recent tax legisla- 
tion. They present problems for those 
fiduciaries who have to decide whether 
they principal or income. 
Draftsmen can solve the problems for 
them with a few words of instruction 
or sufficiently broad grant of discretion. 


represent 


If the trust agreement, whether testa- 
mentary or inter vivos, is so drawn that 
the fund may be invested in the shares 
of a single investment company, and the 
trustee is told what to do with the capi- 
tal gain divider.1, many a trust too small 
for a baut *%» administer profitably 
could be ac.gged cheerfully by an in- 
dividual trus¥-'as an accommodation to 
the grantor. @™\\ve important, trust insti- 
tutions that¥@™iBe not yet established a 
common tr und, or for some rea- 
son cannot game it in particular cases, 
can freely take the administration 
nd make them a profit- 
r business. 
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Building Strength for the Free World 


Highlights from the Annual Report of Standard Oil Company (New Jersey)” 


for 1950...a year of record activity 


Standard Oil Company (New Jersey) is an American cor- 
poration which has, in varying degrees, investments of capi- 
tal and technical knowledge in a large number of operating 
oil companies, both in the United States and abroad. In 1950, 
these companies: 


IN THE @. S. A. 


Drilled over a thousand new wells, with an 
unusually high proportion of producers. . . 
Improved and expanded refineries in New Jersey, 
Maryland, Louisiana, and Texas . . . Completed 
a new continuous wax-making plant at 
Bayonne, N. J... . Added 370 miles to Texas 
crude oil pipeline systems . . . Started doubling 
the capacity of a products pipeline across 
Pennsylvania . . . Let contracts to increase by 
85% the capacity of a pipeline from Baton 
Rouge to the Southeastern states ... At 
government request, re-activated two govern- 
ment-owned Butyl rubber plants; also continued 
operating two others which have been producing 
constantly since 1943 . . . Invested over 20 
million dollars in laboratory research for new 
and improved processes and products. 





IN WESTERN EUROPE 
Proposed a plan which ended gasoline rationing 
in England ... Went ahead of schedule in 
construction of a new refinery at Fawley, 
England, to be the largest in Europe... 
Expanded, improved or started construction of 
ss refineries in Norway, Belgium, West Germany, 
France, and Italy . . . Opened many new 
service stations, which served not only local 
motorists, but some 18,000 American tourists .. . 
Supplied 28% more fuel oil than a year ago, 
to meet needs for industrial expansion . . . 
Met the greatest demand for asphalt for new 
road building ever experienced in these areas. 





IN THE MIDDLE EAST 


Stepped up oil production substantially in Saudi 
Arabia . . . Opened the vitally important 
Trans-Arabian Pipeline system from oil fields 
on the Persian Gulf to the Mediterranean... . 
over 1,000 miles of 30- and 31-inch pipe... 
Started construction of a large-diameter 
pipeline extending 550 miles from Iraq to the 
Mediterranean. 





IN THE FAR EAST 


Expanded production of crude oil in Indonesia 
and explored for oil in Papua . . . Increased 
output of refineries in Australia, Sumatra, Japan. 


IN CANADA 


Produced nearly 50% more oil than a year 
ago .. . Made new oil and gas discoveries in 
Ontario and Alberta . . . Operated nine 
4 refineries at 14% greater output than a year 
Af tae 





ago... Opened a new 1,100-mile pipeline 
system from Alberta to Lake Superior, to carry 
crude oil toward the major Canadian refineries 
and markets. 


IN SOUTH AMERICA 


Set a new production record in Venezuela, 
second largest oil-producing country in the 
world . .. Operated the big Aruba refinery in the 
Netherlands West Indies at a higher rate than 
ever before ... Met sharply increased call for 
products throughout the continent, to support 
the vigorous post-war development. 





IN OCEAN TRANSPORT 


Received the last 4 of 12 super-tankers ordered 
two years ago... Ordered 6 more new 
tankers . . . Operated an ocean-going tanker 
fleet of 117 vessels, totaling over 2 million 
deadweight tons. 





IN EMPLOYEE RELATIONS 


i 
hi 


Continued the same favorable labor relation- 
ships that have prevailed for more than three 
decades, with no strikes in domestic operations. 






THE YEAR ENDED... THE JOB GOES ON. In 1950, for the first 
time, world use of oil outside the Iron Curtain passed 10 
million barrels a day. For comparison, it was just over 7 
million in 1945, the peak war year. 


This is significant to free people everywhere. Oil supplies in 
today’s world are closely linked to living standards and 
national strength. 


It seems clear that more and more the world will look to oil to 
help keep it free and progressive. More and more it becomes 
clear, in meeting that need, that the American-developed 
business process of risk and result . . . of competition spurring 
corporate ingenuity and responsibility . . . is a strong and 
flexible system for promoting the welfare of people. 


* We will be pleased to send a copy of the full report to anyone wishing 
it. Write Room 1626, 30 Rockefeller Plaza, New York 20, N. Y. 


FINANCIAL SUMMARY 


Standard Oil Company (New Jersey) and Consolidated Affiliates 


Total income from sales, 
services, dividends and 
interest . .$3,198,266,000 


Taxes collected for gov- 
ernments. . .$294,749,000 
Wages and other employ- 
ment costs. .$548,205,000 
Spent for new plants and 
facilities . . .$295,132,000 
Number of stockholder- 
owners 
Number of 
employees 


Net income. . .$408,223,000 
or $13.48 per share 


Dividends . . .$151,028,000 
or $5.00 per share 


Taxes paid . . .$276,000,000 


STANDARD OIL COMPANY (NEW JERSEY) 


AND AFFILIATED COMPANIES 


TES | May 195] 
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* CHARITIES” UNDER 1950 REVENUE ACT 


SUGGESTIONS FOR COMPLYING WITH NEW PROVISIONS 


CCURATE prophecy of how the 

highly complicated provisions of 
the Revenue Act relating to charitable 
trusts and other tax-exempt entities 
will be applied — what problems will 
arise under them — and just how far 
they will be extended or confined by 
judicial interpretation — would require 
a capacity for clairvoyance. But even 
ordinary mortals, after first recoiling 
with astonishment, can make some cal- 
culated guesses concerning it. 


One obvious loophole for circumven- 
tion of the provisions aimed at accumu- 
lations and prohibited transactions arises 
out of the definition of the organizations 
covered. Excluded classifications 
for example. agricultural, labor, medical 
and religious organizations, as well as 
clubs;* and it is therefore conceivable 
that someone wishing to establish a tax- 
exempt organization for manipulations 
forbidden by the Act could accomplish 
this simply by suitable phraseology of 
the creating instrument. Doubtless there 
will be many more organizations in the 
excluded classifications set up in the fu- 
ture than heretofore; and _ inevitably 
there will be a great deal of litigation. 


are, 


But even assuming that an organiza- 
tion is definitely covered by the Act. 
there are numerous tests advanced, the 
applicability of which can only be as- 
certained in the courts. In the case of 
accumulations, for instance, when are 
they “unreasonable in amount or dura- 
tion?” Under what circumstances are 
they deemed to be employed for ulterior 
ends? And what constitutes investing 
them “in such a manner as to jeopardize 
the carrying out” of the tax-exempt pur- 
poses? These criteria all suffer from the 
defects inherent in any effort to spell 
out “tax evasion.” In fact, under the 
wording of the Act as passed, it ap- 
pears as though accumulations might 
be completely unassailable, provided the 
charter is so drafted as to require ac- 
cumulation of income in order to fulfill 


*J.e., all the organizations listed in INT. Rev. 
Cove § 101, except those specifically covered. 
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Miller, Canfield, Paddock & Stone, Detroit 


PART I 


the specified purposes. A possible ex- 
ample would be a trust or corporate 
foundation established with a small en- 
dowment for the purpose of erecting an 
expensive college dormitory. 


Possible Evasions 


Another device for evading the re- 
strictions against accumulations might 
involve .the establishment of several 
charities, A, B, and C. Every year A 
could make distributions to B, B to C, 
and C to A. Nothing in fact would have 
been given away: but in form, at least, 
the required payments would be made. 
The sums received in each case would 
be corpus, not income, and hence would 
perhaps not deemed accumulations. 


It is plain, moreover, that an organiza- 
tion is not expected to pay out its entire 
income every year. An analysis of the 
recommendations of various experts 
compels the conclusion that in most in- 
stances an annual payment of 75 per 
cent of income is probably reasonable, 
and maybe as little as 50 per cent. What 
position the Treasury will take on this 
particular subject, however, is difficult 
to say. Also, the fundamental test is not 
the percentage paid out annually but 
rather the total sum of accumulations 
on hand — which means that the maxi- 
mum allowable percentage will diminish 
with the years. But in any event, the 


sanctions of the Act — disallowance of 
exemption in any year of excessive ac- 
cumulations — are sufficiently mild so 


that carefully calculated risks are well 
worth taking. 

As for the provisions defining prohib- 
ited transactions, they also are riddled 
with ambiguous criteria. They are likely 
to be either much harsher or more lib- 
eral than Congress actually meant. But 
even without relying upon their ambig- 
uity, it would probably be possible to 
circumvent their apparent intention. 


Hypothetical Case 


Suppose that X, a powerful figure in 
the frozen food industry, is the president 
and principal stockholder of the X Com- 


pany. Needing capital for expansion and 
additional facilities, X causes his law- 
yer to create the X Foundation. The 
charter purpose is to establish in Geor- 
gia a university to be known as the 
X Institute. Some day, when this has 
been done, X will be known throughout 
the country as a great public benefactor; 
and doubtless he and his Company will 
derive some incidental (if not “prefer- 
ential”) benefits. 

The X Foundation, which is corpo- 
rate in form, is endowed by the lawyer 
or some other person with only nominal 
capital, but X puts it in funds by either 
lending to it a large sum of money or 
making available to valuable 
assets. This, of course, is perfectly legi- 


it some 


timate under the Act, since the prohibi- 


tion against unsecured loans applies 


only against loans by the Foundation. 

Having been created in this manner, 
the Foundation then proceeds to collect, 
accumulate and reinvest the earnings on 
its borrowed funds or securities. Gen- 
erally it simply invests in corporate 
stocks and debentures; but occasionally 
it engages in business activities and so- 
called “leasebacks.” At worst such activi- 
ties would seemingly result only in the 
imposition of tax upon the income so 
derived; and if the Foundation were not 
within the category of “vulnerable” or- 
ganizations, there would obviously be 
no tax whatsoever. 


In building up a large supply of capi- 


‘tal, moreover, the Foundation can en- 


gage tax-free in occasional leasebacks 
of personalty, for this is definitely not 
proscribed by the Act.!° It can also 


10This suggestion envisages such semi-permanent 
items as machinery, provided that they do not par- 
take of the character of realty by reason of their 
affixation to the land. Even to this extent, more- 
over, the loophole is a narrow one. On the one 
hand, if personalty is rented in connection with 
real estate, it is treated as real estate for purposes 
of the leaseback provisions. On the other hand, if it 
is not connected with real estate, then it is not 
protected by the specific exemption in the Act per- 
taining to non-taxation of the income from rentals. 
So any leasebacks of personalty would have to be 
sufficiently sporadic as not to constitute an un- 
related business activity — for in that event they 
would be taxed. Cf. SEN. Rep. No. 2375, supré 
note 8, at 108; H. R. Rep. No. 2319, 81st Cong. 
2d Sess. 110 (1950). 
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probably have dealings with X, insofar 
as they are fair and above-board, since 
(1) X is not (directly at least) a creator 
or contributor and (2) creators are not 
within the prohibited category where the 
organization is corporate in form. 


The of income will 
probably not run afoul of the Act for 
some time to come, for they are essential 
to the charter purpose. Also, it might 
be argued that they are really not ac- 
cumulations at all until they equal the 
indebtedness to X — for until then the 
Foundation has no equity of ownership. 
This latter suggestion is made only tenta- 
tively: but it at least involves a possible 
interpretation of the statutory language. 

After the has amassed 
sufficient capital or perhaps even 
it can purchase at a fair price 


accumulations 


Foundation 


sooner 
the shares or assets of B Company, 
which X has always wanted to control. 
This in itself may be the fulfillment of 
X’s underlying purpose; but the Founda- 
tion can go much further. Even assum- 
ing that X is a creator or contributor 
(within the meaning of the Act), the 
Foundation can sell the newly-acquired 
Company 


(a) to absolutely anyone, including X, 
at a fair price (since this is not a_pro- 
hibited transaction) or 


(b) to an associate of X or perhaps to 
the X Company, if not 50 per cent con- 
trolled, at 


(since 


consideration 
not. within 


only a nominal 
purchasers are 
the statutory classification). 


such 


Moreover. even if the Foundation sold 
the property to X or some other prohibi- 
ted person for a demonstrably inade- 
quate price, there would still remain the 
dificulty of establishing the original in- 
tent “of diverting corpus or income.” 
Lacking such proof, the worst that could 
happen would be that the Foundation 
would forthwith tax-exempt 
status but not until notice from the 
Treasury. Furthermore. if such intent 


lose its 


were shown, it might still only result 
in retroactive loss of tax exemption back 
to the time when it “entered into such 
prohibited transaction” — i.e., the date 
of sale. This again is not clear from 
the language of the statute, but it in- 
volves a tenable interpretation. 


In either event, X would already have 
accomplished his underlying purpose; 
and upon the denial of exemption, the 
charter of the Foundation could be 
promptly amended so as to satisfy the 
Commissioner that this sort of thing 
would not happen again. Thereafter the 
Foundation could continue more or less 
as before — tax-exempt. 


The only possibilities for upsetting 
these uncharitable schemes would rest 
in various well-established principles of 
law, primarily the doctrine of substance 
versus form. Such principles are already 
at the Commissioner’s command. The 
Act, for all its prolixity, has contributed 
very little to the eradication of manipu- 
lations akin to those of Mister X. 


Unrelated Business Income 


The accounting problems that arise 
under the business-income tax are al- 
most endless; and there is also the ubiq- 
uitous question of whether or not it is 
possible to avoid the tax by creating a 
“non-vulnerable” organization, such as 
a club. This, of course, is less promis- 
ing a solution than with respect to the 
provisions against prohibited transac- 
tions and accumulations — for the cov- 
erage of the Act in the present instance 
is much more complete. 


Another problem that almost inescap- 
ably intrudes itself is whether it is pos- 
sible to lower the tax bracket by break- 
ing up the business activities into vari- 
ous segments. If the businesses are all 
run directly, without the intervention of 
a corporate entity, then the unrelated 
business net income is the gross income 
from all such unrelated businesses, less 
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the deductions attributable to them." 
In short, though this is only implicit 
in the Act. the several sources of busi- 
ness income have to be consolidated. In 
one instance, this may serve to maximize 
the tax by reason of the higher brackets; 
but equally well it may lower the tax 
by permitting the losses of one venture 
to be offset against the gains from an- 
other. 


Generally speaking, except for the 
possibility of setting off the losses of 
one against the gains of another, it would 
appear desirable to operate each differ- 
ent business through a separate corporate 
entity. This not only tends to minimize 
the tax rates, but it also provides each 
business with a separate surtax exemp- 
tion, which would probably result in a 
considerable saving. Dangers exist, how- 
ever, under Sections 45 and 129 of the 
Code. 


The central problem in connection 
with unrelated business income has to 
do with its definition. Disregarding the 
various exclusions, such as dividends, 
the fundamental tests are: (1) Is the 
trade or business “regularly carried 
on?” and (2) Is it “not substantially re- 
lated?” Here indeed is a vast uncharted 


11SEN. Rep. No. 2375, supra note 8, at 106; H. R. 
Rep. No. 2319, supra note 10, at 109. 
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frontier in the law, where only a very 
few landmarks have thus far been lo- 
cated. An effort to explore this frontier 
too exhaustively would result in a dis- 
cussion so turgid as to obscure the for- 
est for the trees. Many of the cases al- 
ready decided under prior law, such as 
the Mueller’? case, can be said to involve 
useful analogies; and doubtless the 
forthcoming Treasury Regulations on 
the subject will contain additional illu- 
strations to assist the bemused. One can 
only cherish the hope that the tax on 
unrelated business income will not be 
carried by the Treasury to its illogical 
extreme. 


Leaseback Provisions Analyzed 


As for the leaseback provisions, in- 
come which the Act seeks to reach in 
the hands of the tax-exempt participant 
is the kind that arises where an organ- 
ization acquires “unrelated” real estate 
with borrowed funds, leases the prop- 
erty back to the seller or some third 
person, and pays off part or all of its 
debt with the rents. But in making in- 
debtedness the primary test of taxability. 
Congress has probably caught some fish 
it did not seek. 


It has also allowed some others to 
escape, e.g., certain investment subsidi- 
aries exempt under Section 101(14). 
Since such subsidiaries are subject to 
the tax on leaseback rentals only where 
their income is payable to Section 101- 
(1). (6) or (7) organizations, the so- 
lution for the tax-dodger is obvious: 
make the income payable to somebody 
else — such as a club, business league 
or fraternity. Then the leaseback rentals 
will be completely untaxed — at least 
insofar as the 1950 Act is concerned. 


Another unintended hiatus exists in 
the provision that the critical indebted- 
ness is to be determined as of the close 
of the taxable year. Many organizations 
will doubtless be able so to arrange 
their transactions that the rentals of the 
first few years will wholly or in large 
part eliminate the indebtedness. In any 
event, there will certainly be a tremen- 
dous incentive to pay it off as soon as 
possible, even at the sacrifice of current 
outlays for their philanthropic purposes. 


Such discrepancies, of course, are al- 
most inevitable when certain classes of 
the income of tax-exempt organizations 
are subjected to tax according to a com- 
plicated formula. One of the anomalies 
in such a formula, indeed, is that the 
more it is refined, the more disputable 
excrescences present themselves. Among 





7 


12See note 7 supra. 
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the difficult determinations that have to 
be made are: 
(1) the existence of a Supplement U 
indebtedness; 
(2) the duration of the lease itself; 


(3) the extent of personal property 
which can be regarded as leased with the 
real estate —- and in some instances, the 
theoretical distinction between real estate 
and _ personalty; 

(4) the question of whether the premises 
were primarily designed for occupancy by 
the organization; and 

(5) the allocation of rents and deduc- 
tions according to the facts of any particu- 
lar case. 

The precise methods and procedures 
for making such allocations — of in- 
debtedness, deductions and rentals — 
are really matters of practical account- 
ing and not of legal principle. A limited 
number of helpful discussions, mainly 


Copyright 1951 Cartoons-of-the-Month 


“Sorry to see you leave. We'll miss you 
around here. What did you 
name was?” 


say your 





the committee reports. are now in print; 
and probably the Treasury Regulations 
will be even more explicit. 


Some Practical Suggestions 


Professional advisers who are con- 
fronted with the problem of what to do 
about charitable trusts or other tax-ex- 
empt organizations, existing or prospec- 
tive, will doubtless want to bring them 
within some of the exceptions, exclu- 
sions, definitions and omissions already 
mentioned. In the case of organizations 
caught with investments which are sub- 
ject to the tax on unrelated business 
profits and leaseback rentals, numerous 
adjustments will certainly have to be 
made. Institutions which are operating 
competitive businesses will usually find 
it advantageous to sell them or incorpo- 
rate them separately; and this same sug- 
gestion of incorporation applies to the 
taxpayer who wants to leave his family 
business to a private foundation, where 
the business is presently a sole propriet- 
orship or partnership. Incorporation 
does not in ordinary instances have 
much effect upon the total tax, since the 





business entity is taxable, even though 
the dividends are not. But it does avoid 
the danger of loss of the foundation’s 
exemption under the new “feeder” pro- 
vision, not to mention the fact that it is 
simpler and safer in numerous respects. 


A narrower ramification of the same 
problem concerns those organizations 
which are taxed upon their rentals be. 
cause of a leaseback indebtedness. Such 
bodies may be able to avoid the tax by 
reducing the term of the lease; or in the 
alternative it may be wise for them to 
pay off the indebtedness promptly, even 
at the risk of being charged with un- 
reasonable accumulations of income. In- 


vestment subsidiaries paying all their. 


profits to a church ought probably to 
convey their leaseback properties to the 
church itself, thereby circumventing the 
tax upon the rentals. In this instance and 
various others, however, the optimum 
solution may not be possible, in view 
of state and charter upon 
property holdings and the like. 


restrictions 


As for the matter of drafting the 
charters or indentures of philanthropic 
organizations, so as to obtain a maxi- 
mum assurance of tax exemption, it has 
always been good practice to include 
language conforming to the phraseology 
of Section 101(6) or other applicable 
sections of the Code. Now, as a result of 
the Revenue Act of 1950, draftsmen are 
presented with the problem of whether 
or not to include_ specific provisos 
against accumulations, business activi- 
ties, and prohibited transactions. In re- 
spect of accumulations and 


activities, such provisos carry with them 


business 


grave dangers of inflexibility; but it is 
usually advisable to specify that business 
activities shall never be the primary pur- 
pose of the organization. As for so-called 
“prohibited transactions,” however, 
there is really no good reason for not 
outlawing them completely; and this is 
so even though Congress itself deleted 
the House proposal that every charter 


. ought to specify against them.'* The 


following language is accordingly sub- 
mitted as a sample:'* 


In all events and under all circumstances, 
including, but not limited to, merger, reorgan- 
ization, termination, dissolution or winding 
up of this corporation, voluntary or involun- 
tary or by operation of law, or amendment of 
the articles of this corporation— 

(a) No part of the activities of this cor- 
poration shall consist of carrying on propa: 
ganda, or otherwise attempting, to  influ- 








18$EN. REP. No. 2375, supra note 8, at 122; H. R. 
Rep. No. 3124, 81st Cong., 2d Sess. 34-37 (1950); 
H. R. Rep. No. 2319, supra note 10, at 42. 

14Inconsistencies in paragraphs (a), (b) and 
(c), insofar as they allude to the federal tax laws, 
are purposeful, as indicating three different 
phraseological approaches. 
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ence legislation; nor shall it engage in any 
activities which are unlawful under the 
laws of the United States of America, or 
the State of New York, or any other state 
where such activities are carried on; nor 
shall it engage. in any transaction defined 
at the time as “prohibited” under the 
internal revenue laws of the United States 
of America. 

(b) This corporation shall never be op- 
erated for the primary purpose of carry- 
ing on a trade or business for profit. 
Neither the whole nor any part or portion 
of the assets or net income of this corpo- 
ration shall be used, nor shall this corpo- 
ration ever be organized or operated, for 
objects or purposes which are not ex- 
clusively religious, charitable, scientific, 
literary or educational under the laws of 
both the United States of America and the 
State of New York. 

(c) No compensation or payment shall 
ever be paid or made to any member, 
officer, director, trustee, creator or organ- 
izer of this corporation, except as a reason- 
able allowance for actual expenditures or 
services actually rendered; and neither the 
whole nor any part or portion of the assets 
or net income, current or accumulated, of 
this corporation shall ever be distributed 
to or divided among any such 
provided, further, that neither the whole 
nor any part or portion of such assets or 


persons; 


net income shall ever be used for, accrue 
to, or inure to the benefit of, any private 
individual within the meaning of the tax- 
exemption requirements of the laws of both 
the United States of the 
State of New York. 


America and 
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Status of Family Foundations 


The 1950 Act carries with it an im- 
plicit Congressional approval of all legi- 
timate philanthropic organizations — 
and even of family foundations which 
are utilized to perpetuate the control 
of business enterprises. The original 
House bill contained a provision disal- 
lowing any deduction for gifts or be- 
quests to charitable foundations where 
(1) the contributor or members of his 
family had voting control of the founda- 
tion and (2) the endowment consisted 
of stock in a closely-held company.!° The 
minority members of the House Ways 
and Means Committee, however, felt that 
this stringent provision might have “un- 
desirable results” and might discourage 
wealthy persons “from making legiti- 
mate charitable contributions.”!® Ap- 
parently persuaded by this reasoning, 
the Senate Finance Committee deleted 
the proposal. This circumstance, among 
others, prompted one of the tax services 
to opine that “Congress has decided to 
reaflirm the private philanthropic found- 
ation as a tax-privileged entity,” even 
where used to perpetuate family control 
of a corporate business.'* 


lH. R. Rep. No. 2319, supra note 10, at 43, 131. 
Td. at 156. 
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Cummins-Collins Foundation,!* which 
was decided subsequent to passage of 
the Act, contains a dictum which carries 
this line of reasoning into a more con- 
troversial realm. The case involved the 
taxable status of a fairly typical family 
foundation, incorporated in 1944 and 
endowed from time to time with cash 
and debentures contributed by _ its 
founders and by a distillery presumably 
controlled by them. The foundation ap- 
parently did not accumulate its income. 
Just after its formation, however, it in- 
directly purchased from the founders 
certain mortgage notes which they had 
bought in connection with the acquisi- 
tion of a distillery; and subsequently it 
loaned a large sum of money to another 
distillery in which they were financially 
interested. On the first occasion, it bor- 
rowed some of the necessary funds from 
an insurance company, and in the sec- 
ond instance it borrowed part of the 
money from the founders themselves. 


The details of these transactions are 
certainly the reflection of an imaginative 
mind, but they are not really pertinent. 
Holding that the foundation was prop- 








17RESEARCH INSTITUTE, PREVENTIVE TAX PLAN- 


NING, ANALYSIS No. 76 (Sept. 1950) (Revenue Act 
of 1950) at 37. 


1815 T.C. ——, No. 83 (1950). 
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erly exempt, despite the character of its 
several investments, the court explained: 
“If a corporation is otherwise qualified, 

we do not think the statute requires a 
denial of exemption because its corpus was 
invested in debenture bonds and mortgage 
notes of enterprises controlled by its 
founders, where the investments are amply 
secured and bear a reasonable interest rate. 

as shown by this record. The Revenue Act 

of 1950 supports this view. * * * The pro- 
hibited transactions defined in subsection 
(b) do not include transactions of the 
character in which this petitioner engaged.” 


Alternative Solution 


In evaluating the accomplishments of 
the 1950 Revenue Act, it must first be 
noted that its “charities” provisions are 
expected to yield an additional $60,000,- 
000 annually in Federal revenues.’® 
This figure, however, is relatively in- 
consequential as compared’ with the 
overall budget; and against it must be 
placed the diminution of private funds 
available for philanthropic purposes. 
Such a diminution is traceable not only 
to the monies directly subtracted in 
taxes, but also to such indirect pecuniary 
losses as result from the discouragement 
of future philanthropic gifts and the 








19SeEN. Rep. No. 2375, supra note 8, at 3; 96 
Cong. Rec. 13,452 (Aug. 24, 1950). 
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elimination of certain high-yield invest- 
ments. 

The 1950 Act includes a provision re- 
quiring greater publicity for the finan- 
cial and philanthropic activities of many 
tax-exempt organizations. It has prob- 
ably succeeded in correcting various so- 
called abuses, though the efficiency with 
which it has done this may be question- 
ed. But to say no more than this is to 
derogate the Act with faint praise. The 
addition of almost 6,700 words to an al- 
ready overloaded Internal Revenue Code 
could scarcely have accomplished noth- 
ing. 

The real truth of the matter, unfor- 
tunately, is that Congress — spurred by 
the Presideni, the Treasury and the pub- 
lic clamor — simply rushed in where 
experts feared to tread. As a result, the 
Internal Revenue Code has been re- 
complicated by insufficiently considered 
legislation, the bulk of which might 
better be eliminated, emasculated or at 
least redrafted. Much of what Congress 
enacted can be quite easily circum- 
vented; much was superfluous and has 
already been, or could be in the future, 
accomplished by the courts; and much 
more was perhaps undesirable from a 
social and economic standpoint. This is 
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mostly a matter of degree which is hard 
to determine. But the deficiencies of 
phraseology are incontestably self-evi- 
dent. The “charities” provisions of the 
Code were never models of coordinated 
draftsmanship; today they have become 
almost incomprehensible. 

The most popular arguments against 
charitable foundations, business activi- 
ties and leaseback transactions generally 
stemmed from the ability of tax-exempt 
organizations to accumulate their pro- 
fits. Such organizations were charged, 
by reason of their tax savings, with 
having a competitive advantage over 
non-exempt businesses and private indi- 
viduals. So assuming the validity of 
such charges (though their validity is 
moot), the way to curtail the abuses was 
to eradicate their cause: accumulations. 
Nothing else was necessary. 

The proposal which Congress ought 
to have adopted, accordingly, was the 
which, in one form or another, 
would have compelled tax-exempt or- 
ganizations to pay out annually the bulk 
of their income, from whatever source. 
A variation of this proposal, which is 
here suggested, is this: tax-exempt or- 
ganizations should expend annually an 
amount equivalent to (1) their tax sav- 
ing plus (2) an arbitrary figure of 
seven per cent of corpus (if available 
from earnings), this being the sum that 
an ordinary corporation would gener- 
ally pay out in dividends. Such a recom- 
mendation is not only easily intelligible: 
it goes to the very root of the criticisms. 
It also gives rise “to the least number of 
objectionable features.””° 


one 


This proposal is admittedly strong 
medicine; but it is certainly no harsher 
in principle than the shot-gun remedies 
that Congress actually chose. Moreover. 
it can be mitigated in such the same 
fashion — but with much less verbiage 
— by the specification of a few particu- 
lar exceptions. One such _ exception 


_might well allow the Commissioner a 


discretionary power to sanction accumu- 
lations in instances where they are essen- 
tial to the accomplishment of a genuine 
philanthropic object. 


This is suggested as being the only 
feasible solution. The pertinent sections 
of the 1950 Act should be repealed with- 
out delay, and a prohibition against 
accumulations should be enacted in their 
stead. Time is of the essence. Otherwise 
the Internal Revenue Code will be 
saddled permanently with this latest 
monstrous off-spring of the legislative 
mind. 


2°Note, 36 Va. L. Rev. 519, 535 (1950). 
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DUTIES IN FILING RETURNS 


INCE death seldom coincides with 

the end of a tax reporting period, 
and since no return can in general in- 
clude a period of over twelve months, 
more than one return is normally in- 
volved in the case of a decedent. Reg. 
111, Sec. 29.47-1. Thus, if not already 
filed by decedent in his lifetime, a re- 
turn is required for the last complete 
taxable year ending before decedent’s 
death, and another return is required 
for the fractional part of a year ending 
with the taxpayer’s death. IRC 47(g). 

In the usual case of a decedent who 
reported income on a calendar year 
basis, the return for the last full calendar 
year is due on or before March 15 fol- 
lowing the close of such calendar year; 
and in the case of a fiscal year taxpayer, 
on or before the 15th day of the third 
month following the close of such fiscal 
year. IRC 53(a). The final return for a 
decedent covering the fractional part of 
a year ending with his death, if such 
period ends in 1949 or thereafter, is 
likewise due on or before the 15th day 
of the third month following the close 
of the twelve-month period which began 
with the first day of such fractional part 
of the year. Reg. 111, Sec. 29.53-1. 

A different rule formerly prevailed 
but since 1948 the regulations provide a 
uniform rule so that the time for filing 
the final income tax return of every de- 
cedent is the time the return would have 
been due had death not occurred, re- 
gardless of whether prior to his death 
the decedent made his returns on the 
fiscal year basis or on the calendar year 
basis. 


Joint Returns 


Since enactment of the Revenue Act 
of 1948, a joint return may be filed de- 
spite the death of one, or even both, of 
the spouses during the taxable year. 
IRC 51(b); Reg. 111, Sec. 29.51-1. The 
right to file such a joint return, however, 
is conditioned upon the surviving spouse 
not remarrying before the close of his 
taxable year. The joint return must 
normally be filed by the executor or 
administrator of the deceased spouse, 
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These two articles continue the series of 
answers, begun in the January issue, to 
questions submitted to the Panel on In- 


come Taxes on Estates and Trusts, spon- 
sored last year by Title Insurance & Trust 
Co. of Los Angeles. The material has 
been brought up to date. 





but under some conditions it may be 
filed by the surviving spouse for both 
himself and the decedent. The right of 
the surviving spouse to file a joint return 
under these circumstances is subject to 
certain limitations which are spelled out 
in some detail in the Treasury Regula- 
tions. Reg. 111, Sec. 29.51-1. 


In cases where the surviving spouse 
has filed a joint return and an executor 
or administrator is thereafter appointed, 
the statute authorizes the executor or 
administrator to disaffirm the joint re- 
turn by filing a separate return for the 
decedent. Such a separate return must 
be filed within one year after the last 
day prescribed for filing the return of 
the surviving spouse. IRC 51(b) (4); 
Reg. 111, Sec. 29.51-1. It will be evident 
that an executor or administrator may 
be confronted with the necessity of a 
nice balancing of numerous factors 
when deciding whether to file a joint re- 
turn or whether to disaffirm one already 
filed by the surviving spouse. 


No declaration of estimated tax need 
be filed after the death of a taxpayer, nor 
are any payments of estimated tax re- 
quired. Reg. 111, Sec. 29.58-7 and Sec. 


29.58-11. Any notice of installment of ° 


estimated tax due subsequent to the date 
of death should be returned to the Col- 
lector with a statement of the date of 
death of the taxpayer. A joint declara- 
tion may not be made after the death of 
either the husband or the wife. Reg. 111, 
Sec. 29.58-4. However, special provision 
is made in the regulations regarding lia- 
bility of the surviving spouse for pay- 
ment of subsequent instaliments of the 
joint estimated tax and regarding divi- 
sion of payment thereof by agreement 
between the surviving spouse and the 
legal representative of the decedent. 


Reg. 111, Sec. 29.58-4. 










Income taxes imposed on individ- 
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of estates, and are com; 
net income of the estate 
are payable by the fidue 
(a) and (b). The code 
upon every fiduciary the “Sy of making 
a return for any estate f: Pirich he acts 
having a gross income ; «+ the taxable 
year of $600 or over. IRC +42; Reg. 111, 
Sec. 29.142-1. 
duciaries act jointly, at least one must 
make the return. When any beneficiary 
of the estate is a nonresident alien, a 


In case ty o or more fi- 


return is required without regard to 
the amount of the gross income. The 
regulations require the first return under 
some circumstances to be accompanied 
by a sworn copy of the will of the de- 
cedent. Generally the place for filing the 
return is with the Collector of Internal 
Revenue for the district in which is lo- 
cated the legal residence or principal 
place of business of the person making 
the return. 


The determination of the time for fil- 
ing income tax returns for an estate is 
linked to the selection of a tax reporting 
period for the estate. Inasmuch as the 
decedent and his estate are separate tax- 
able entities, the estate is not bound by 
the decedent’s selection of a reporting 
basis, and the first return filed by the 
fiduciary may be filed either on a cal- 
endar year basis or on a fiscal year basis. 
However, once one basis or the other 
has been chosen, it may not thereafter 
be changed without the permission of 
the Commissioner of Internal Revenue. 
The time for filing the return is on or 
before the 15th day of April following 
the close of the calendar year, or on or 
before the 15th day of the fourth month 
following the close of the fiscal year, 
as the case may be. IRC 53(a) (1), as 
amended by Revenue Act of 1950. 


Upon completion of the administra- | 


tion of the estate, the executor or ad- 
ministrator may immediately file the 
final return 
the taxable year in which the admini- 
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stration is closed, or the filing may be 
deferred until the due date mentioned 
above. Ordinarily, returns should be 
filed as soon as practicable after settle- 
ment of the final account in order to 
expedite final examination and deter- 
mination of the estate’s tax liability. 
There is a very compelling and practical 
reason for strict attention to state in- 
come tax matters in the California pro- 
vision prohibiting allowance of the final 
account of the fiduciary by the probate 
court unless and until there is filed with 
the court the certificate of the (Cali- 
fornia) Franchise Board to the 
effect that all income taxes upon the 
estate or decedent which have become 
payable have been paid, and that all 
taxes which may become due are secured 


Tax 


by bond, deposit or otherwise. This re- 
quirement applies wherever the value of 
the assets of the estate at the date of 
death exceed $20,000.00 and any benefi- 
ciary is a nonresident. RTC 18201. 


Although generally estates and trusts 


may take the deductions and credits 


allowed individuals, the statute 
pressly allows an estate a credit of $600 
against net income in place of the ex- 
emption available to an individual tax 
payer. IRC 163(a) (1). 

In case no necessity exists for the 
appointment of an administrator, it has 
been ruled that the beneficiaries of an 
estate may act jointly, or may duly 
appoint one of their number as _ the 
agent of the estate for the purpose of 
filing the income tax return of the de- 
cedent. O.D. 702, CB 3, p. 229. 

Often when a personal representative 
qualifies, it is apparent that returns for 
the decedent are due so soon as to make 
preparation and filing of proper returns 
out of the question. It then becomes 
necessary to apply for an extension of 
time for filing. In addition to the gen- 
eral authority to grant extensions, the 


ex- 


regulations authorize an extension of 
the time for filing in the case of any 
return for a fractional part of a year 
upon a showing of unusual circum. 


stances. Reg. 111, Sec. 29.53-1(7). 
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\ certain circumstances, the personal 

liability of an executor, or the trus- 
tee of an inter vivos trust created by 
a decedent, for the unpaid Federal taxes 
of a decedent is almost as great as the 
ingenuity of statutory draftsmen can 
make it. Sections 191 and 192, Title 31, 
United States Code, taken together, pro- 
vide that if an executor, administrator, 
assignee or other person makes pay- 
ments from the estate in his charge that 
result in the insolvency of the estate, he 
shall be personally liable for any debts 
due the United States that remain un- 
paid. There is no question but that the 
word “debts” includes taxes. 

The decisions have treated this lia- 
bility as being penal in nature and have 
indicated a disposition to require a 
showing by the Government that the fi- 
duciary had some knowledge of the debt 
before holding him personally liable. On 
the other hand, the fiduciary may not 
remain in a passive state of ignorance. 


Protective Steps 


What then can a fiduciary do to pro- 
tect himself? 


First, he may request a prompt assess- 
ment under Section 275(b) by which 
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assessment must be made within eighteen 
months after the filing of a written re- 
quest, of any deficiencies in re the de- 
cedent in his lifetime. 

Second, since the omission of 25% 
of the decedent’s gross income from a 
return, or his fraud, or a mathematical 
error in a return, or the omission of a 
return, all constitute exceptions to the 
prompt assessment provision, the fidu- 
ciary should examine the returns of the 
decedent for at least three years prior 
to his death, and if any suspicious facts 
are discovered, for more years. 

Third, if he wishes to play it extreme- 
ly safe, he may reserve a fund to await 
the expiration of the Statute of Limita- 
tions for all exceptions but fraud or the 
failure to file a return; or he may take 
back indemnity agreements from the 
heirs, beneficiaries or other distributees. 

In the very celebrated case of North- 
western’ Jobbers Credit Bureau  v. 
Comm., 1 T.C. 863, an assignee for the 
benefit of creditors took over all the 
assets of a debtor and converted them 
to cash. Shortly thereafter, a sheriff 
seized all that cash with an execution 
of judgment. Yet the Tax Court held 
that he was personally liable. 
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A. B. A. STUDIES MANPOWER 


ERSONNEL replacements in the 

banking business may reach total of 
100,000 within the next twelve months, 
representing 25% of the 410,000 now 
employed, and with a replacement cost 
to banking of 55 million dollars, Arthur 
S. Greiner, assistant cashier and direc- 
tor of training, National Bank of Detroit, 
told the Chicago Manpower Conference 
of the American Bankers Association. In 
all, 200 bankers from 33 states attended 
the sessions on April 26 and 27, repre- 
senting institutions employing one quar- 
ter of the nation’s total bank personnel. 
Although “banking has not asked for 
special military deferment consideration, 
banking does maintain that it is render- 
ing an essential service.” Evans Woollen, 
chairman of the board, Fletcher Trust 
Co., Indianapolis, and a former A.B.A. 
president, said adding that “if and when 
a multi-purpose list (of essential activi- 
ties) is issued, the A.B.A. will present 
to the proper government agencies a 
case designed to establish banking as 
an essential activity.” 


Salary differential as well as selective 
service was named a major cause of 
personnel losses. “Advances in employee 
relations throughout business and in- 
dustry have all but eliminated many of 
the traditional advantages of bank em- 
ployees” and bankers “must meet the 
salaries and working conditions offered 
by all types of industry and not just 
those offered by other banks.” John P. 
Currie, New York management consul- 
tant, told the conference. 

Further warning relative to the im- 
portance of wage structure in the whole 
national picture came in these words 
from Merlyn S. Pitzele, Labor Editor of 
Business Week, “You may very well 
pick up your morning paper and find 
that Wilson, Eric Johnston. the Presi- 
dent, or the new wage board has signed 
some new wage order. You will read 
it very closely because it will be useful 
and important to all of us. But do not 
base any long term policy on whatever 
that order may be, because no matter 
how permanent and solid it may sound 
... it is an interim order. and the whole 
situation will change as the cost of living 
index moves to higher ground, and as 
labor pushes itself into positions of 
higher authority in Washington.” 


Practical Answers 


To all these difficulties, present or po- 
tential, the bankers got some detailed 
and constructive answers. Speakers 
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urged abandonment of old regulations, 
still in force in some banks, prohibiting 
continued employment of girls after mar- 
riage, or the employment of relatives. 
In contrast were the banks which had 
established a reserve pool of former em- 
ployees, now married, who could be 
called upon for temporary assistance 
during vacations, illness of employees, 
or peak work periods. With husbands 
away in service, or children grown up, 
or a need for extra family income, mar- 
ried women welcome an invitation to 
resume their connection with the bank 
on a temporary or part time basis. 


Students were cited as another source 
of personnel, especially when grouped 
in teams of two, with each team replac- 
ing one full time employee (a plan 
which might work equally well with 
housewives). Veterans graduating from 
college were said to be “men, not boys,” 
more mature and better able to assume 
responsibilities in the bank than the 
graduates of a few years back, and 
therefore deserving of better beginning 
salaries. Faculty members also were 
mentioned as being available for part 
time or summer work, at least for 
banks located in college communities. 
High school graduates were found to be 
open to interest in banking wherever 
the bank had maintained a continuous 
relationship with the school, through 
school visits, speakers at assemblies, 
showing of films such as “Pay to the 
Order Of” and “How Banks 
providing literature, and arranging visits 
of the young people to the bank. One 
of our em- 


Serve.” 


speaker said, “over 90% 
ployees have been high school girl 
graduates . . . if they accept training in 
the bank, they agree to at least a two 
year period of service . . . we maintain 
a waiting list of such girls . . . investiga- 
tion is frequently as much as six months 
in advance of the need for hiring them.” 


While other sources which could be 
tapped to meet a personnel shortage 
were mentioned — overage employees 
for less arduous jobs; physically handi- 
capped but otherwise qualified persons 
for jobs requiring little or no mobility; 
continued employment of draft eligibles 
not only for immediate temporary as- 
sistance, but also to assure an adequate 
supply of returning veterans and a 
reservoir of potential administrative and 
executive material — much greater em- 
phasis was placed upon improved selec- 


‘Mr. Greiner 


tion and training of employees. The 
employment office was likened to a pur- 
chasing office. 


“If we hire a college graduate at 
about $255 per month, expecting him 
to stay for ten years on the average and 
to be earning $6,000 at the end of that 
time; we are committing ourselves to 
an expenditure of (approximately) 65,- 
000 of today’s dollars,” Dr. George K. 
Bennett, president of the Psychological 
Corporation, New York, told the bank- 
ers. “We have ways to improve the se- 
lection of bank employees that are about 
as accurate as the ways of judging raw 
materials.” He recommended use of 
skill and aptitude testing, screening in- 
terviews to eliminate those who would 
never fit into banking, or for whom 
there was no immediate opening, and 
telephonic check of references to enable 
the interviewer to have maximum in- 
formation. Personality tests, however, 
he ruled out as inadequate, often in- 
sulting to the applicant. and subject 
to being faked. 


Recognizing that training of employ- 
ees goes on all the time in one manner 
or another, speakers laid great emphasis 
upon planned and supervised training, 
particularly for these highly competitive 
times. Even employees of long standing 
will require retraining if they are being 
moved to new responsibilities within the 
bank. The full backing of management, 
the placing of one man in charge 
(whether full not), and the 
importance of supervisors were empha- 
sized. and aims and methods of train- 
ing discussed. For banks with few em- 
ployees it was suggested that recruits be 


time or 


given the chance to learn all the jobs in 
the bank, one by one, thus providing 
more incentive to the employee and more 
flexibility for the bank. 


After pointing up the need for training 
to maintain quality of service in war 
time as insurance for post-war business 
frequently 
heard statement. “I don’t have time to 
train.” and listed some of the benefits of 
a well planned and supervised training 
program as: bottlenecks broken; man 
hours. training time and turnover re- 
increased; better 
workers and 


recalled the 


duced: production 


understanding between 
management: spoilage and errors re- 
duced; workers prepared for promotion. 

The successful procedure followed in 
this conference will serve as a pattern 
for a series of regional conferences to 
be held later in various parts of the 
country where regional manpower con- 


ditions become particular!, acute. 
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BANNER YEAR for TRUST GROWTH 


1950 REPORTS SHOW MANY ALL-TIME-HIGH RECORDS 
IN ASSETS AND EARNINGS 


COLORADO 


Unirep States NATIONAL Bank, Denver: 


The increase in personal trust business and 
the growth of our Common Trust Fund were 
the outstanding features of our Trust Depart- 
ment operations for 1950. Personal Trust bus- 
iness is one of the stable sources of income 
of a trust department, and the fact that as 
of December, 1950, our personal trusts showed 
a 15 per cent increase over the end of 1949 
is a great source of satisfaction. Since the 
dollar volume of estates under administra- 
tion remains approximately at the same level 
as last year, due to the influx of new estates, 
this increase in trusts represents sound devel- 
opment and healthy growth. One of the most 
important factors in maintaining this rate of 
growth is the development of new business in 
the form of wills naming the bank as exe- 
cutor and trustee . . . Establishment of the 
Common Trust Fund is a further indication of 
our interest in the welfare of the small trust. 
During 1950 our Common Trust Fund more 
than tripled in dollar volume and is serving 
twice as many accounts, thus contributing 
substantially to the growth of our trust bus- 
iness. It has fully lived up to our expecta- 
tions. 


FLORIDA 


Union Trust Co., St. Petersburg: 

Our Trust Department again showed rapid 
growth in all respects during 1950. Total 
assets on the books under administration by 
the department increased over $1,000,000 dur- 
ing the year, compared to an increase of ap- 
proximately $700,000 during 1949. The 1950 
year-end figures again established a new all- 





Sources of the 
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(Concluded from March and April) 


time high total. The number of wills on file 
showed a net increase of 80 for the year, com- 
pared to a net increase of 74 during 1949. As 
of December 31, 1950, there were 211 estates, 
trusts, guardianships, etc., being administered 
by the Trust Department compared to 199 
such accounts on December 31, 1949. Fifty- 
four new accounts were opened during 
the year, compared to 35 in 1949; and 35 
accounts were distributed and closed during 
the year, the same number as in 1949, 


Hawall 


BisHop Trust Company, Limitep, Honolulu: 


The current value of trusts, probates and 
agency accounts under its supervision or man- 
agement is approximately $75,000,000. Income 
from various department commissions and 
fees $610,097; the year’s earnings from opera- 
tions (before taxes) equalled $123,824. 


ILLINOIS 


Cuicaco Titte & Trust Co. 

(Substitute for incomplete report at page 
199, March issue.) 

A reduction in our charges for handling 
land trusts has resulted in an increase in the 
volume of these trusts. In current solicitation 
of appointments as executor we are publishing 
a specific table of our charges Our 
trust officers work closely with lawyers in 
the business aspects of estate planning. .. . 
Aggressive sales efforts include radio 
commercials connected with our sponsorship 
of broadcasts by the Chicago Symphony 
Orchestra. 





1950 Irving Income Dollar 
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Irving Trust Company, New York 


INDIANA 


FLETCHER Trust Co., Indianapolis: 

The Trust Department continues to enjoy 
satisfactory growth. The Common Trust Fund 
is bringing advantages to an increasing num- 
ber of smaller trusts in our care. The Fund 
at the close of its fiscal year ended October 
31, 1950, had a value of $2,003,877 with 152 
trusts participating therein, as compared with 
a value of $1,640,194 with 133 trusts partici- 
pating a year before. 


1949 1950 

Assets of Estates and 

Trusts $52,530,528 $55,650,738 
Personal Property 

Held as Custodian. 5,103,249 4,910,691 
Transfer Agent, Regis- 

trar and Trustee of 

Corporate Stock and 

Bond Issues 17,826,265 - 18,090,683 


Mercuants Trust Co., Muncie: 

Our Trust Department continues to grow. 
Total trust assets were $12,500,000 at the end 
of the year, an increase of $1,800,000. Most of 
this increase is directly due to the active 
interest of shareholders and directors. 


AMERICAN Trust Co., South Bend: 

The year was marked by a substantial in- 
crease in the volume of business in the Trust 
Department. 


MASSACHUSETTS 
“ROcCKLAND-ATLAS NATIONAL BANK, Boston: 
Satisfactory growth of this department oc- 
curred in both the personal and corporate 


divisions. We look for a continuation of this 
trend during 1951. 


NEw JERSEY 
Paterson Savincs & Trust Co., Paterson: 


Trust Department assets now total $17,630,- 
394 which represents an encouraging growth 
of approximately $1,000,000. The department 
took the initiative for this area in offering 
Fiduciary Pension Fund facilities to our 
customers and the business public at large, 
and the response and interest displayed in 
this new service has been highly gratifying. 


NortH CAROLINA 


Wacuovia Bank & Trust Co., 

Winston-Salem, N. C.: 

(Substitute for incorrect report at page 
270, April issue.) 

The year 1950 was the best in the history 
of the Trust Department . . . which extends 
over more than half a century. Total 
assets now heing administered by the Depart- 
ment are $279,000,000, exclusive of bonds held 
in safekeeping for Banking Department cus- 
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tomers . . . a gain of $26,000,000 for the 
year. Some of this increase was due to the 
rise in market values of securities, but most 
of its reflects new assets ... Wachovia is now 
acting as trustee under 73 (employee retire- 
plans of all types. The value of the 
assets held in these trusts increased by 
$6,000,000 to a total of $26,000,000 . . . Our 
Common Trust Fund continues to show very 
gratifying growth, and the number of trust 
accounts participating in the fund now totals 
816, an increase of 69 accounts for the year. 


ment) 


PENNSYLVANIA 
Provipent Trust Co., Philadelphia: 


The Trust Department’s operations showed 
a net profit for the year which, however, can- 
not be considered commensurate with the 
effort expended and the responsibility as- 
sumed in managing nearly $500,000,000 of fi- 
duciary funds. We have nevertheless been suc- 
cessful over this period in reducing some- 
what our cost per unit and at the same time 
improving our service to our customers. Also 
during these years we have substantially com- 
pleted the review and renegotiation of old 
commission agreements which had fixed rates 
below present costs of our services. As a re- 
sult of these activities the average operating 
results of our Trust Department have im- 
proved, a small net profit having been shown 
in each of the last five years. There was a 
substantial increase over the previous year in 
the dollar volume of both active trust business 
acquired and executorships and administra- 
tions undertaken. The amount now invested 
in the discretionary Common Trust Fund now 
totals $37,452,480, and in the (legal) Fund, 
$12,659,101. Trust Commissions and Fees . 
1950: $1,604,776 . . . 1949: $1,656,231. 


Reat Estate Trust Co., Philadelphia: 


This Department operated at a profit for 
the year. Income from fees and commissions, 
however, were below the previous year. Pros- 
pects for 1951 would indicate that this income 
will be higher. Fees and commissions are too 
rigid and controlled to permit the application 
of proper charges which ordinary businesses 
enjoy ... limited to some extent by commit- 
ments entered into in the past. We are find- 
ing most of these cases, however, reconcilable 
to increases in the light of present day high 
costs of operation. A satisfactory amount of 
new business has been obtained at fees com- 
parable to services rendered. Our Discretion- 
ary Common Trust Fund completed its fourth 
year. Market value . . . 1950: $1,668,827 ... 
1949: $1,297,302. Trust Department Fees & 


Commissions . . . 1950: $167,301 ... 1949: 

$177.537. 

TRADESMENS NATIONAL BANK & Trust Co., 
Philadelphia: 


Further growth was achieved by the Trust 
Department in 1950 and total assets under 
its administration increased. Our experience 
in the operation of the Discretionary Com- 
mon Trust Fund and Legal Investment Com- 
mon Trust Fund continues to be favorable, 
with both funds showing further growth. 


CotoniAL Trust Co., Pittsburgh: 

The Trust Department has again enjoyed 
a successful year. It is particularly gratifying 
to note the volume and character of new 
business obtained during the year. 
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Five.tity Trust Co., Pittsburgh: 


For five successive years your Company 
has shown an increase in trust funds, deposits, 
and net earnings. As of December 30, 1950, 
trust funds of $287,710,644 again achieve a 
new high. Even though $24,810,605 was dis- 
tributed to those for whom our duties were 
completed, total trust funds increased during 
the year by $7,449,115 as a result of $32,- 
259,720 in new accounts opened. The Com- 
mon Trust Funds have both continued to grow. 


Estates Hetp as Executor, ADMINISTRATOR, 
TRUSTEE, GUARDIAN AND AGENT—INVESTED IN: 


Stocks and Bonds .... . $225,765,299.95 
Mortgages 7,553,735.05 
Real Estate 19,901,045.64 
Common Trust Funds .- 14,558,405.54 
Cash and Other Invest- 

ments 19,932,157.84 
Total _ $287,710,644.02 


MELLON NATIONAL BANK AND Trust Co., 
Pittsburgh: 


During 1950, the Personal Trust Depart- 
ment experienced its greatest single year of 
growth. In addition to pension trusts most of 
the additional growth is represented by trusts 
and agencies in which investment management 
is an especially important factor. The Corpo- 
rate Trust Department has been exceptionally 
active. 

Peoptes First NaTionaL Bank & Trust Co., 
Pittsburgh: 


Our growing Trust Division has completed 
a year of increased activity. At the end of 
the year, trust funds in excess of $165 million 


were being administered. The complex prob- 
lems of investment and taxes lead many execu- 
tives to establish investment agency accounts, 
Many corporations are finding it advantage- 
ous to establish charitable trusts. Our Pension 
Trust Department continues to assist an in- 
creasing number of corporations in the de- 
velopment of their pension plans and to serve 
as trustee both under insured and self-admin- 
istered pension plans as well as profit shar- 
ing plans. During the year our Estate Plan- 
ning Department increased the number of 
customers served by more than 30%. 


Potter TittE & Trust Co., Pittsburgh: 


The Trust Department again enjoyed a high- 
ly successful year. More than twelve million 
dollars of potential business was written, 
which is an all-time high. This figure repre- 
sents the aggregate value of the assets of 
Wills and Trust instruments in which we were 
named. The efforts of the Department in the 
past few years toward a higher quality of 
new business should result in increased fu- 
ture earnings of the Department. The greater 
use of its presonalized estate planning service 
will result in an increased rate of solid and 
substantial growth of the Department. Trust 
Funds: $13,646,488. 


Union Nationat Bank, Pittsburgh: 


Our Trust Department continued to show 
a gratifying growth ($3,190,000). Total funds 
under our management now amount to $11i,- 
081,279 which is a larger amount than at any 
time in the twenty-five years of the Depart- 
ment’s existence. The Stock Transfer Depart- 
ment likewise shows a substantial growth. 
Trust Funds Dec. 31, 1945: $77,555,000 .. . 
Dec. 31, 1950: $111,081,000. 
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Berks County Trust Co., Reading: 


The gross earnings of the Trust Department 
amounted to $205,519. The department had a 
substantial net profit, slightly higher than in 
the preceding year. During 1950 we terminated 
and distributed the assets of 181 trust ac- 
counts for a total principal sum of $1,792,726 
compared with 149 accounts for a total of 
$1,606,765 last year. To offset this maturing 
of trust estates, there were obtained 190 new 
trust accounts for a total of $3,001,447 com- 
pared to, last year’s report of 174 new ac- 
counts for an initial value of $2,107,562. Book 
value of individual trusts was $38,014,093 on 
December 30, 1950 (compared to $24,699,176 
in 1949). Corporate trusts in the sum of 
$4,089,583 were outstanding on December 30, 
1950. We disbursed during 1950, in payment 
of expenses, repairs, taxes, distributions or 
investments, a total of $19,383,217 compared 
with $13,146,266 in 1949. 


Scranton LACKAWANNA Trust Co., Scranton: 


Total operating income for the year was 
$338,558 and of this amount 79.6% was ac- 
quired from fees for services in the administra- 
tion of estates and trusts. During 1950 your 
company collected $3,631,776 of income from 
various sources on all trust assets and dis- 
bursed $3,411,288. The company as Executor 
or Co-Executor of estates under administra- 
tion, paid $710,219 in Federal Estate Tax and 
$168,550 in Pennsylvania Transfer Inheritance 
Tax. As of December 31, 1950, the book value 
of trust assets under our control amounted to 
$53,264,306 compared to $54,703,224 at the 
end of the year 1949. The following shows 
the various types of accounts on our records 
as of December 31, 1950 and December 31, 
1949: 











1950 1949 

Administrator and Executor 54 54 
Trusts under Will and Court 

Appointment 342 366 

Guardianship 339 = 351 

Miscellaneous 725 856 

Total 1460 1627 


Compensation for Trust 
Trust Services - $269,356 $250,988 


RuopeE IsLanp 
INDUSTRIAL Trust Co., Providence: 


Other operating earnings were up with trust 
commissions contributing gains. The income 
from the Trust Department was the highest 
we have ever received. 


Ruope Istanp Hospitat Trust Co., 
Providence: 


The volume of accounts entrusted to our 
Trust Department during the past year was 
one of the largest in the history of the com- 
pany. The aggregate of estates, trusts, and 
agency accounts now being administered is 
greater by far than ever before. 


SoutH CAROLINA 


CITIZENS AND SOUTHERN NATIONAL BANK, 
Charleston, Columbia & Spartanburg: 


Our Trust Departments continue their steady 
growth, not only from the standpoint of the 
dollar volume handled but from the number 
of new wills on file as well. . . . Fees for Trust 
Services . . . 1949: $58,341.24 . . . 1950: $84,- 
422.62. 
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1950 
Trust Department Growth by 10-Year Intervals 


Boston Safe Deposit and Trust Company 





SoutH CAROLINA NATIONAL BANK, 
Charleston: 


This department is growing and its operation 
in 1950 resulted in a substantially greater 
profit than it made the previous year. 


TENNESSEE 
First AMERICAN NATIONAL Bank, Nashville: 


Continuing growth of the department is to 
be accommodated early this year in new 
quarters. During the year the department re- 
ceived a gratifying number of new appoint- 
ments which added substantial amounts of 
assets to those already under administration. 
Especially notable was the increased number 
and value of living trusts. 


First NATIONAL Bank, Memphis: 


Our Trust Department continued to oper- 
ate efficiently and profitably under capable 
management and its growth and contribution 
to the bank continues. 


Tuirp NATIONAL BANK, Nashville: 


The number of estates being handled by 
the Trust Department and the volume of 
assets being administered continues at a rec- 
ord high level. Both new business and earn- 
ings reached new peaks in 1950, and to 
handle the growing volume the Trust Depart- 
ment has added further to its specialized and 
experienced personnel. 


TEXAS 
AMERICAN NATIONAL BANK, Beaumont: 


This bank’s Trust Department has continued 
to grow. It functions as a bank within our 
bank and maintains separate accounting pro- 
cedures and operating controls. 


First NATIONAL BANK, Beaumont: 


Our Trust Department again showed a 
substantial increase in the volume of assets 
handled, in the number of active and potential 
accounts and in net earnings. Trust assets in- 
creased approximately 40%, and _ included 
in the earnings of the department are fees for 
administering several large estates which are 
not regularly recurring credits. However, we 
confidently expect to handle an ever increas- 
ing portion of the trust and estate administra- 
tion business arising in this territory. 


MERCANTILE NATIONAL Bank, Dallas: 


Your Trust Department has shown steady 
growth during 1950. More and more wills in 






- 


this territory are naming 
ment as executor. The Trus(§Department man- 
ages our own newly establi€#ed Pension Trust 
and works closely with att**neys and life in- 
surance underwriters. 


ie Trust Depart- 


Repusiic NATIONAL BANK, Dallas: 


The nature of Trust and Estate Planning 
and Management services requires experienced 
and qualified personnel and intimate consul- 
tation and association with attorneys and life 
underwriters. The pleasant and satisfactory 
relationships established with these groups 
have enabled the Trust Department to extend 
broader and more efficient service. 


Texas Bank & Trust Co., Dallas: 


This department enjoyed a large increase 
in volume as well as income during 1950. 
The number of wills on file doubled. 


Fort Wortn NaAtIonaL Bank, Fort Worth: 


Our Trust Department acquired 41 new 
personal trust accounts during 1950, a net 
increase in the asset value of 17% over 1949, 
There was also an increase in gross earnings 
of the department for the same period of 10 
per cent. Growth in personal trust assets and 
gross earnings since 1929 are shown by the 
chart. We are pleased with the operations and 
continued growth of our Common Trust Fund. 
Accounts under $50,000 represent 12% of per- 
sonal trust asset volume, but account for 66% 
of the total number of our personal trusts. 
The Common Fund at the close of its fiscal 
year on November 29 had assets with a total 
value of $1,614,834 and 83 trusts were parti- 
cipating for an average investment of $19,456. 
The total value of the fund’s assets on No- 
vember 30 1949 was $1,131,989. Investments 
of the fund were diversified as follows at the 
close of the 1950 fiscal year: 


U. S. Government Bonds 39.0 per cent 


Preferred Stocks 8.4 ” 
Common Stocks a5 ” = 
Cash —_— a 


The investment in common stocks was repre- 
sented by securities of 57 different corpora- 
tions operating 17 different industries. The 
largest investment in the common stock of 
any one corporation represented only 1.9% of 
the total assets of the fund. 


First NATIONAL Bank, Houston 


Our Trust Department maintained its rec- 
ord of continuous growth, and during the 
year it achieved new highs in every phase. 


Seconp NATIONAL BANK, Houston: 


_ This Department, under its 1948 personal 
fiduciary accounts, is administering assets well 
in excess of one hundred million dollars for 
the account of 3,506 beneficiaries. The de- 
partment has just concluded its most suc- 
cessful year’s operation. 


Soutu Texas NATIONAL Bank, Houston: 


The Trust Department continues to grow 
at a rapid rate. 


NATIONAL BANK OF COMMERCE, San Antonio: 


During the past year considerable new 
trust business has been acquired. 


Frost Nationa BANK, San Antonio: 


The best indication of the growth of this 
department is the increase in Trust Assets 
during the past twenty years from approxi- 
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mately $1.5 million in 1930 to approximately 
$13 million in 1950. 


VIRGINIA 


Lyncupurc Trust & Savincs Bank, 
Lynchburg: 


Net current operating income represents 
an increase despite a decline from last year’s 
record revenue produced by the Trust De- 
partment. This important department of your 
institution continued its trend of steady growth 
as evidenced both by the new total of over 
$25,000,000 trust assets and the repetition of 
last year’s record of reaching a new high in 
commissions received from income. The drop 
in principal commissions from the high of 
last year is an indication of the irregular na- 
ture of this particular part of the earnings 
from our fiduciary functions. Principal com- 





Union CarBIDE 


AND CARBON CORPORATION 


UCC 


A cash dividend of Fifty cents 
(50¢) per share on the outstanding 


capital stock of this Corporation 
has been declared, payable June 1, 
1951 to stockholders of record at 
the close of business May 7, 1951. 


KENNETH H. HANNAN, 
Secretary 
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MERICAN. Standard 


Rapiator Sanitary 
Now York CORPORATION Pittsburgh 


PREFERRED DIVIDEND 
COMMON DIVIDEND 


A quarterly dividend of $1.75 per share 
on the Preferred Stock has been declared, 
payable June 1, 1951 to stockholders of 
record at the close of business on May 
25, 195i. 

A dividend of 25 cents per share on 
the Common Stock has been declared, 
payable June 23, 1951 to stockholders 
of record at the close of business on June 
1, 1951. 

JOHN E. KING 
Treasurer 


THE FLINTKOTE COMPANY 


NEW YORK 20, 
N.Y. 


30 ROCKEFELLER 


A quarterly dividend of $1.00 per 


share has been declared on the 


$4 Cumulative Preferred Stock 
payable June 15, 1951 to stockhold- 
ers of record at the close of business 
June 1, 1951. 

A quarterly dividend of $.50 per 





share has been declared on the 
Common Stock payable June 9, 
1951, to stockholders of record at the 
close of business May 26, 1951. 
CLIFTON W. GREGG, 
Vice-President and Treasurer 


May 2, 1951 





May 1951 








missions averaged $35,435 for the previous five 
years and we confidently believe that income 
from this source will continue to grow in the 
future. On December first a Discretionary 
Common Trust Fund was established — the 
first in this community and the fourth in Vir- 
ginia. 


First & MERCHANTS NATIONAL BANK, 
Richmond: 


The expanding scope of the Department’s 
usefulness is evidenced by its continued high 
rate of growth. Particular emphasis has been 
placed on the Investment Division which 
maintains a continuous study of economic 
and investment conditions and analysis of se- 
curities held in our trust accounts. At the 
year-end 136 separate trust accounts were par- 
ticipating in the Common Trust Fund which 
now totals more than $2,000,000 and has 
proved of material benefit to the smaller ac- 
counts. The scope and volume of the Corpo- 
rate Division’s work is expanding from year 


to year. One of the interesting developments, 


of recent years has been the increasing num- 
ber of active business concerns in whose 
management our Trust Department has taken 
a major part because of the death of the 
owner or principal stockholder. This activity 
is in part responsible for the fact that during 
the year 1950 the Trust Department received 
a greater number of new will appointments 
covering a larger total volume of assets than 
ever before. 


STaTE-PLANTERS BANK & Trust Co., 
Richmond: 


The continuous efforts of our personnel 
and many friends in directing business to this 
department are producing splendid results. 
Many new wills have been added during the 
year. and qualifications as executor and ad- 
ministrator and appointments as trustee and 
agent have resulted in a volume of business 
that is very gratifying. The department has 
evidenced a steady growth over the years and 
contributes substantially to our earnings. Es- 
pecially has this been true in the year just 
passed, which was our best in this respect. 


First NATIONAL ExCHANGE BANK, Roanoke: 


More new business was placed on the 
books of the Trust Department during 1950 
than in any other comparable period in our 
history. The gratifying growth in the number 
of wills placed on file, living trusts, agency 
accounts, and all other phases of trust work 
reflects the increasing recognition by the com- 
munity of the valuable services performed 
by this Department. Our Common Trust Fund, 
created in 1949, had a value of over $670,000 
on October 31, 1950, the close of its first fiscal 
year. We expect that this additional facility 
will be instrumental in developing a_sub- 
stantial volume of new trust business. To 
illustrate diversification of the Fund, a trust 
having an investment of $1,000 therein on 
October 31, 1950, would have an investment 
equivalent to the following: 


Government Bonds _ $ 291.60 
Real Estate Mortgages 

(16 separate loans) 135.70 
Preferred Stocks (7 

different issues) oe 95.60 
Common Stocks (44 different 

issues } 462.60 
Cash 14.50 

$1,000.00 


W ASHINGTON 
NATIONAL BANK OF COMMERCE, Seattle: 


The record of steady growth in volume of 
Trust Department assets, number of customers 
and commissions received continued through 
the year. 

(Continued on page 339) 


54th 
Consecutive 
Dividend 


St 


Bank 
Stoc 
Corporation 


e Directors of First Bank Stock 
Corporation, Minneapolis, Min- 
nesota, on April 18, 1951, de- 
clared a quarterly dividend of 30c 
per share on outstanding capital 
stock, payable June 11, 1951, to 
stockholders of record at the close 
of business May 21, 1951. 


E. O. JENKINS, President 











INTERNATIONAL BUSINESS 
MACHINES CORPORATION 
590 Madison Ave., New York 22 


The 145th Consecutive 
Quarterly Dividend 


The Board of Directors of this Corporation has 
this day declared a dividend of $1.00 per share, 
payable June 9, 1951, to stockholders of record 
at the close of business on May 18, 1951. Transfer 
books will not be closed. Checks prepared on 
IBM Electric Punched Card Accounting Ma- 
chines will be mailed. 

A. L. WILLIAMS, Vice Pres. & Treasurer 
April 24, 1951 








Southern California 
Edison Company 


DIVIDENDS 


CUMULATIVE PREFERRED STOCK 
4.08% SERIES 
DIVIDEND NO. 5 


CUMULATIVE PREFERRED STOCK 

4.88% SERIES 

DIVIDEND NO. 14 
The Board of Directors has author- 
ized the payment of the following 
quarterly dividends: 

2514 cents per share on the 
Cumulative Preferred Stock, 
4.08% Series; 

304 cents per share on the 
Cumulative Preferred Stock, 
4.88% Series. 

The above dividends are payable 
May 31, 1951, to stockholders of 
record May 5, 1951. Checks will 
be mailed from the Company's 
office in Los Angeles, May 31, 
1951. 

P.C. HALE, Treasurer 


April 20, 1951 






















































She 5 Funds of 
GROUP SECURITIES, INC. 


Incorporated 1933 


* 


THE FULLY 
ADMINISTERED 
FUND 


A Balanced Fund 
* 


THE COMMON 
STOCK FUND 


A Diversified Investment 
in Listed Companies 


* 


THE LOW PRICED 
STOCK FUND 


* 


THE GENERAL 
BOND FUND 


A Good-Grade 
Diversified Bond Fund 


* 


THE INSTITUTIONAL 
BOND FUND 


A High-Grade Bond Fund 
* 


GROUP SECURITIES, INC. 


Incorporated 1933 





For Prospectus on these and 
17 Industry Classes write to 


DISTRIBUTORS GROUP, 


INC. 
63 Wall Street, 
New York 5, N. Y. 
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Indices are based on fund operation during the period covered and are 
not a representation of future results. They should be considered in the | 
light of the individual companies’ investment policies and objectives 
and the characteristics and qualities of the investment of these companies. 
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BALANCED FUNDS 














American Business Shares ——-—.-.-.----__-.. _— 65.9 170.1 145.9 3.79 
inane Fo *A — 714 202.9 200.6 $4.11 
SD SINE UIE sisiirasnsicsuiincrciinasonsitoninitaibl — 83.1 213.7 7209.4 913.89 
Boston Fund - e EEN sieet se Seba es 103.1 60.2 164.8 ¥158.0 13.92 
Commonwealth ‘Investment DE ie en 106.3 73.5 204.9 203.4 44.08 
Eaton & Howard Balanced —___. 114.5 73.6 171.0 168.8 43.98 
Fully Administered Fund (Group Securities) - — 69.4 156.6 142.2 $391 
General Investors Trust — ££ ___ __ 110.0 65.2 134.7 127.38 45.11 
mane a — 73.5 153.3 151.2 ‘4.10 
I EEE _— os — 168.6 4.43 
Nation-wide Securities** — ~~ ~~ ____ 102.6 59.6 134.6 132.1 4.38 
RI TMI 6 ceeasstagiedosindnmesneieshilasiitediiapinosaetinnctinnpt — — = 150.8 [4.41 
George Putnam Fund - sencciannsineteiinnanneannons _— 69.2 139.9 138.7 [4.30 
Mutual Fund of Boston**** seetiniiicaregiananlnnnion —_ os 157.4 154.2 $4.53 
Scudder Stevens & Clark —..._-_-_.-_-_»_-_-_-__ 97.4 80.9 150.2 149.0 341 
Wellington Fund - aimless timelabisethot 105.2 75.0 157.2 155.5 43.88 
Whitehall Fund - ere ae aie aero = -- — 180.5 {4.41 
Wisconsin Investment***. Se Seen — 65.1 219.4 214.2 $3.35 
AVERAGE: BALANCED FUNDS . cae 105.6 70.8 165.1 161.0 4.16 
STOCK FUNDS . oe 
Affiliated Fund*** ae ; — 50.2 224.9 +186.7 [4.87 
Broad Street Investing Corp. - a 109.9 60.1 193.8 188.2 915.49 
Bullock Fund =. >» >>> 109.8 61.0 181.8 180.9 4.48 
Delaware Fund ? — 76.1 172.3 163.6 13.99 
Diversified Investment Fund (N. Y. Stocks) *** — — 150.38 141.9 5.32 
EEC UI Ee 109.0 62.1 160.7 +159.9 4.57 
Eaton & Howard Stock | a ak I a 107.1 62.7 193.3 193.1 3.97 
Fidelity Fund __ eet oe ee — — $205.1 204.7 $5.28 
First Mutual Trust Fund . eer a) er aes 59.2 127.2 93.8 3.60 
Fundamental Investors —...---_---_-___-_- 105.2 64.8 230.7 228.0 $14.76 
Incorporated Investors —..*-.._-.--__---_--__-. 103.6 63.9 221.2 220.6 $4.76 
Institutional Shares (Stock & Bond Group) a mes — 174.4 7169.6 $5.33 
Investment Co. of America —_. oa —_ 69.0 192.2 182.4 44.13 
Investors Management Fund —.... 107.7 67.7 203.8 202.5 $4.96 
Knickerbocker Fund - porocoon dissent tees aa 59.8 126.2 +120.8 $3.28 
Loomis-Sayles Mutual Fund - Re ee ee = 72.4 74.2 %189.5 4182.5 §2.72 
Loomis-Sayles Second Fund — ~~~ -____. 88.3 71.3 184.5 4183.7 93.17 
Massachusetts Investors Trust _.._-_-_»»-» >=». 110.7 59.7 $166.2 166.0 45.32 
Massachusetts Investors 2nd Fund A iaciatl 114.2 57.4. $187.4 186.8 (3.87 
Mutual Investment Fund ~~. 129.7 56.1 163.5 7153.3 2.42 
National Investors __.. a ee = 60.7 $223.2 223.2 4457 
National Securities — Income*** aeieicesasuee — 66.0 135.1 107.8 $5.92 
New England Fund iehaehiaihnitiediaistitons sensi 117.4 61.4 151.2 4150.1 $407 
Selected American Shares _ 123.8 60.9 172.2 162.8 4539 
Sovereign Investors _.... sees cee nee _ 62.5 131.9 129.0 $477 
State Street Investment Corp. ple eee 92.8 60.7 206.9 204.9 43.72 
Wall Street Investing Corp. - iain — ~- — 7194.7 {4.14 
AVERAGE: STOCK FUNDS __.._.__..__-»-»_-- SSE 106.8 63.4 180.5 176.9 428 
90 STOCK INDEX (Standard & Poor’s) ___. 106.7 59.3 178.1 178.1 | — 
CONSUMERS PRICE INDEX (B.L.S.) ———-_. — 99.6 n184.5 — i- 


Base index number of 100 is the offering price on}. 30 
COL. 6, 7, and 16 arrived at as follows: To the bid prices at the respective COL. 17 represents © otal 


dates indicated are added all capital distributions to such date and the re- the annual period e diapith the | 
sultant sum is divided by the 1939 base offering price. month-end offering Pp ling o1 
CAPITAL GAIN DISHBUTION 


COL. 19 represents the current month-end bid (col. 16 less all capital distri- mess - , ier 
butions) divided by the 1939 base offering price. poem pen’ tee lites 


INCOME PERCENTAGE includes only those dividends paid by the com- COMPANIES ORG: ) AFTE 
panies out of income earned from dividends and interest on their portfolio on the date they comm 


securities (excluding all capital distributions). or balanced funds in ex#Pe at the 
@ Principal index begins after 1939 base date. **Became balanced fund in 1945. | idee 
t—ten months’ period. *#e) 


+Ex-dividend current month. 


tHigh reached current month. n—new series; old, 184.5 
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36.7 fast 5.07 | 1245 | 4.97 AMERICAN BUSINESS SHARES 
188.2 5.49 2.65 159.8 4.76 
180.9 94.48 2.85 156.3 3.93 
163.6 113.99 3.53 94.7 3.32 Prospectuses on request 
141.9 95.32 — 135.5 5.61 e 
159.9 4.57 1.88 4136.8 4.10 
193.1 43.97 3.50 168.6 3.59 LORD, ABBETT & CO. 
204.7 5.28 2.37 182.1 4.71 e 
93.8 113.60 abe 72.6 28] 63 Wall Street, New York 
228.0 4.76 1.48 200.3 3.81 ATLANTA LOS ANGELES 
220.6 $4.76 3.00 181.8 4.90 
169.6 $5.33 2.45 4141.2 — 
182.4 $4.13 2.78 136.3 3.95 
202.5 $4.96 5.08 165.9 4.09 
120.8 $3.28 3.44 + 84.9 3.91 
182.5 §2.72 t2.00 7131.4 2.95 
183.7 43.17 t2.48 7149.7 3.18 
166.0 35.32 — 160.7 4.84 
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ZENITH EXPLAINS PROFIT-SHARING TRUST 


“Two floors below street level in the 
second basement of The First National 
Bank of Chicago, the securities of the 
Zenith Profit-Sharing Retirement Plan 
are kept in the huge vault of the trust 
department. As trustee of the Zenith 
Plan, The First National Bank is re- 
sponsible for the assets of the fund and 
for their investment upon the approval 
of the administrative committee.” 

This is the lead in a graphic story 
published in the Zenith Loc, house organ 
of the Zenith Radio Corporation. It con- 
tinues, in part: 

“One of the first National Banks in 
the United States with a continuous char- 
ter, this banking institution was selected 
as trustee for the Zenith Plan because 
of its outstanding record of stability and 
prestige in the banking world... . 


“Recently, the institution installed the 
most modern, the most revolutionary tab- 
ulating equipment available on the mar- 
ket today. These fabulous machines not 
only eliminate the human element in cal- 
culating, thus providing absolute accur- 
acy, but also accomplish a vast savings in 
time. Servicing the Zenith Plan requires 
more than 60,000 calculations and with 
this new equipment 4,000 cards can be 
processed in one hour .. . each bearing 
several calculations. 


“As each employee’s share must be 
figured individually, a tremendous 
amount of calculation is necessary for 
servicing the Plan. The statement for 
each participating member of the Plan 
shows the total amount of his credit to 
date. Tabulating is accomplished through 
the use of small cards which are punched 








How the intricate system of time locks is 

located inside the huge doors which guard 

the vault was explained by R. S. Swaim 

(left) and G. C. Nauman of the trust de- 
partment. 
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R. H. Steben of the tabulating department watches the automatic sorting machine. It 
automatically sorts cards in any order which is pre-determined by the operator. 


with numerous little holes by a machine. 
These holes are punched through certain 
numerals or letters of the alphabet neces- 
sary to compute the amount of credit for 
each employee and to spell his name. 


“After the card has been punched, it 
then is placed in various types of 
machines where an electric current passes 
through the holes, activates the keys on 
the machine which correspond to the 
numerals or letters punched, and by pro- 
cesses of addition, subtraction and multi- 
plication, the total figure is determined. 
Another machine automatically prints the 
completed statement and it is forwarded 
to the administrative committee for ap- 
proval and mailing. ... 


“Reliability, prompt and courteous ser- _ 


vice characterize The First National 
Bank. In selecting this institution as 
trustee for the Zenith Profit-Sharing Re- 
tirement Plan, the company has assured 
itself and all employees the advantages 
realized from doing business with a well- 
established firm, offering the utmost in 
modern trust facilities.” 


& BAB A 


A. B. A.’s new 15-page booklet “Op- 
portunities in Banking,” printed in three 
colors and illustrated with drawings, 
tells students who are considering work 
in banking what they can expect in the 
business. 


Millions to Bank Pensioners 


Between July 1, 1933 and December 31, 
1950, Chase National Bank of New York 
paid $26.8 million, or 70% of the total 
contributions of $38,457 267 into the 
Chase Retirement and Insurance Plan. 
Retired employees have received total 
pension payments of $7.7 million, of 
which nearly one million was paid in 
1950, and beneficiaries of deceased em- 
ployees have received $4.2 millions. 





Considerably more than two billion dollars 
worth of securities are kept in the trust 
department vault. The Zenith Profit-Sharing 
Retirement Plan securities are held in one 
of the individual boxes shown by T. F. 


Wetman and E. O. Heldt Trust 


Department. 


of the 
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Forums Still Draw 


conducted with- 
in a single week in April at the Women’s 
Finance Forum sponsored by the Trust 
Department of the Charlotte (N.C.) 
office of Wachovia Bank and Trust Co. 
The afternoon sessions, held at the Wo- 
men’s Club, drew a combined attendance 
of over 600 women from Charlotte and 
nearby 
an address on Investments by Berkeley 
Gaynor, vice president and head of the 


Three meetings were 


cities. The series opened with 





Berkeley Gaynor, vice president J. P. Mor- 
gan & Company, addressing Finance Forum 
for Women, sponsored by the Trust Depart- 


ment of the Charlotte office of Wachovia 
Bank and Trust Co. 


Investment Division of J. P. 
& Co.. Inc. Mrs. Marion S. 


Division. Institute 


Morgan 
Eberly. \W O- 
of Life pro- 


concluding session on Wills 


men's 
gram. The 
and Estate Planning was led by Joseph 
Trachtman, New York 
legal editor of TRusts anp Estares. 


attorney and 


Hamilton National Bank. Knoxville. 
Tenn., sponsored the first Women’s Fi- 
nance Forum in that community, begin- 
ning on April 10 a series of three meet- 
ings discussing Investments, Estate Plan- 
ning, and Taxes. 


An Executives’ Forum in Atlanta on 
April 20 gathered 200 business exec- 
utives of the Southeast for a five-speaker 
conference. Initiated by the Citizens and 
Southern National Bank, the program 
included: Mills B. Lane, Jr., president of 
the Bank, speaking on “Why a Pension 
Program?”; Paul V. Osborne on “How 
To Set Up A Program” and Charles S. 
“Financing Pension Plans,” 
consultants of Towers, Perrin, 
& Crosby, Inc., Philadelphia; 
T. Schwartz, Bureau of Inter- 
nal Revenue, on “Taxation and Pension 
Trusts”; Jack F. Glenn, assistant presi- 
dent of the Bank, on “Trusting and In- 
vesting.” This is believed to be the first 
meeting of its kind in the South, al- 


Manning on 
both 
Forster 


Harold 


though similar programs have been 
sponsored by banks in the East and 
Middle West. 

Two forum series have been an- 


nounced by the American National Bank 
of Denvor. One, started April 27, deals 
with Estate Planning and related sub- 
jects. The is a four-meeting Wo- 
men’s Finance Forum on Mondays start- 


ing May 14. 


other 


of the First Wisconsin 
National Bank, Milwaukee, was crowded 
with 300 women for its first Wednesday 
afternoon Forum session and an equal 
while 600 
applications were turned down for lack 
of room. Speaker at the first meeting 
was Edgar Scott. Philadelphia broker 
and author of A Nest 
Egg.” He advised his audience not to 
“go crazy about one company,” to ob- 
tain real advice instead of tips, and 


The lounge 


number came in the evening. 


“How To Lay 


) 


Trust OFFICERS, EXECUTORS AND ATTORNEYS 


We will 


Convert estate jewels, silverware and gold into 
immediate cash 


Purchase for cash, the contents of residences 


Appraise estate jewelry for a moderate fee 


(Reference: The Chase National Bank of New York) 


WILLIAM ELDER MARCUS, INC. 


18 EAST 48TH STREET 


PLaza 3-3625 


May 195] 


NEW YORK 17, NEW YORK 
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after holding enough dollar savings for 
emergencies, to invest in stocks of com- 
panies in the fields of natural resources, 
steel, retail trade, and food and liquor 
industries, which were most likely to 
ris¢ in inflationary times. He said he 
agreed with another author’s statement: 
“Women, bless them, are smart as all 
getout. If they decide to lay a nest egg, 
no doubt it will have a double yolk.” 
Chattanooga, Tenn., provides an in- 
stance of a Women’s Finance Forum 
sponsored for the first time by the 
Public Library. Meeting on Friday eve- 
nings since April 13, the women have 
heard discussions by Mrs. Margaret E. 
Kennedy of the mutual fund field, 


Missouri’s 
Largest 


Fiduciary 


This company engages 
only in the trust busi- 
ness. It does no banking 
business. It accepts no 


deposits subject to 
check. 


It administers more 
trust property than any 
other Missouri financial 
institution. 


It is the oldest trust 
company in Missouri. 


For ancillary service 
in Missouri or South- 
western Illinois consult 


ST. LOUIS UNION 
TRUST COMPANY 


ST. LOUIS, MISSOURI 


Affiliated with the First National Bank 











Herbert-R. Anderson, president of Group 
Securities, Inc.. New York: John K. 
Witherspoon, Chattanooga realtor; and 
Ethleen Lasseter, assistant trust officer, 
First National Bank, Atlanta. 


Two forums starting this month are 
sponsored respectively by First National 
Exchange Bank, Roanoke, Va., and 
Northern Minnesota National Bank, 
Duluth. The former begins its series on 
the 14th with a Kaffee Klatsch and dis- 
cussion of “Wills, Trusts, and Estate 
Planning.” The latter bank began its 
four meetings on May 7. Speakers are: 
George O. Ostrom, the bank’s vice presi- 
dent and manager of the investment de- 
partment, together with G. Sidney Hous- 
ton of St. Paul; Henry B. Leighton, the 
bank’s investment consultant; Dr. Fred- 
erick W. Mueller, Jr., Chicago lecturer 
and author; Arthur B. Miller, the bank’s 
vice president and manager of the trust 
department. 


Lincoln Rochester (N. Y. ) Trust Co. 
which held its first Women’s Finance 
Forum last November with 300 attend- 
ing, and its second forum in February 
to which 400 came, invited those attend- 
ing to spend an afternoon seeing the 
bank “at work.” On arrival they were 
gathered into small groups, each with a 
senior officer as guide. The tour ended 


PROVIDENT 


7 s 


Provident can call upon 86 
years of trust and banking 
experience while helping to 
solve your problems in the 
Philadelphia area. 


Provident Trust 
Company 


OF PHILADELPHIA 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
MEMBER OF FEDERAL RESERVE SYSTEM 
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at the employees’ snack bar for refresh- 
ments and a friendly chat. A few days 
later printed copies of the entire sub- 
ject matter of the forum were mailed to 
each woman attending. Now Lincoln 
Rochester is “on the road” with the first 
forum stop at Canandaigua. 


A four meeting women’s forum was 
sponsored in April by the Northern New 
York Trust Co., Watertown, with after- 
noon meetings in the hotel ballroom. The 
first week’s topic was “Your Bank and 
You,” presented by Dr. M. Lyle Spencer, 
dean of School of Journalism, Syracuse 
University. “Life Insurance and Pro- 
tective Planning” was the subject dis- 
cussed by Dr. Edmund Zalinski, execu- 
tive vice president, National Association 
of Life Underwriters, at the second meet- 
ing. The third week’s theme was “Know 
Your Investments,” with Howard F. 
Vultee, vice president, Marine Midland 
Trust Co., N. Y., as speaker, and the 
concluding session heard “Wills and Es- 
tate Planning” by Joseph Trachtman, 
attorney and New York legal editor of 
TRUSTS AND ESTATES. 


Running this month is a series of four 
lectures for women on “Money Manage- 
ment,” sponsored by the Power City 
Trust office of Marine Trust Co. of West- 
ern New York. Meeting on Wednesday 
afternoons, the women will hear Mrs. 
Elizabeth Harrison Walker, public rela- 
tions consultant, on “Women’s Place in 
Our Economic Order; Harold J. Mar- 
shall, executive vice president, Manufac- 
turers National Bank, Troy, on “What 
Women Should Know About Banking”; 
Howard F. Vultee, vice president, Ma- 
rine Midland Trust Co., New York, on 
“What Women Should Know About In- 
vestments’; and concluding the series. 
Joseph Trachtman, attorney and New 
York legal editor of Trusts anp Es- 
TATES, on “What Women Should Know 
About Wills, Trusts, Estate Planning, 
Taxes.” 
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The feminine touch in forum advertising is 
evident in this announcement of Lincoln 
Rochester's (N. Y.) four meetings in 
February. 
Behind-the-scenes information on for- 
ums appears in the report of First Na- 
tional Bank of Kansas City, Mo., Wo- 
men’s Finance Forum. Of the eighteen 
women invited to a luncheon to discuss 
plans for the meetings (after preliminary 
planning by the bank) 2 were business 
proprietors, 2 doctors, 2 lawyers, 2 
teachers, 2 advertisers, 2 represented the 
press and radio, and the rest were heads 
of clubs and organizations. One point of 
common interest was information on the 
new Social Security law. When the pro- 
grams were finally mailed to 4,000 cus- 
tomers, announcing that space limita- 
tions would limit attendance to the first 
400 acceptances, that number of regi- 
strations were received by return mail. 
Late acceptances were acknowleded with 
announcement of the bank’s intention to 
conduct another forum in the near fu- 
ture, and give them first consideration, 
but actually, in the four sessions, 1,800 
people attended. The effort has been 
“amply rewarded.” 


Complete Trust Service 


Trust Department 


The National 


Shawmut Bank 


40 Water Street, Boston 





TRUSTS AND ESTATES 


Div 
hel 
ing 

( 
pre 
Bar 

J 
ofhic 

S 
den 
tion 

A 
con 
mer 
L. \ 
Tru 
trus 


| Clee 


the 
ann 
on t 
the 
year 
stro} 
the 
statu 
whic 
Fede 
tive 
rects 
out | 
adm 
jorit 
appo 
porti 
conti 
tions 
M 
ferre 
Trus 
erabl 
neith 
ferre 
study 
aT 
far a 
discu 
vestis 
a boc 


in Fl 


Cor) 


Ohi 
cusing 
bond, 
ment 
recent 
Comm 
ty, in 


May 


is 
oln 


or- 
Va- 
Vo- 
en 
uss 
ary 


ess 


the 
ads 
of 
the 
ro- 
us- 
ita- 
irst 
-gi- 
ail. 
ith 


i to 
on, 


300 


een 


TES 


Floridians Act on Trust 
Legislation 

At the annual meeting of the Trust 
Division, Florida Bankers Association, 
held April 2, in Palm Beach, the follow- 
ing officers were elected: 

Chairman: Walter D. Cameron, vice 
president & trust officer, First National 
Bank. Palm Beach. 

Vice-Chairman: Frank Hickok, trust 
oflicer, First National Bank, Leesburg. 

Secretary: Paul H. Hanson, vice presi- 
dent & trust officer, Palmer First Na- 
tional Bank & Trust Co., Sarasota. 

Action was taken on several matters 
contained in the report submitted to 
members in advance of the meeting by 
L. V. Chappell, retiring Chairman of the 
Trust Division and vice president and 
trust officer of First National Bank, 


_ Clearwater. The Trust Division approved 


the proposed bill to allow the filing of 
annual accountings in decedent’s estates 
on the anniversary date of the death of 
the decedent as well as on the calendar 
year The Division went 
strongly on record in favor of repealing 
the so-called “equitable apportionment 
statute” passed by the 1949 Legislature, 
which requires the apportionment of 
Federal estate taxes among the respec- 
tive beneficiaries unless the testator di- 
rects otherwise in his will. It was pointed 
out that this statute results in additional 
administrative work; also that the ma- 
jority of testators are unaware of the 
apportionment requirement, and that ap- 


basis. also 


portionment of the taxes is in most cases 
contrary to their intentions and expecta- 
tions. 

Mr. Chappell in his report also re- 
ferred to the proposed Testamentary 
Trustee’s Accounting Act. After consid- 
erable discussion the proposed Act was 
neither approved or disapproved but re- 
ferred to a special committee for further 
study and investigation. 

Florida’s favorable tax situation inso- 
far as new residents are concerned was 
discussed and a special committee is in- 
vestigating the possibility of publishing 
a booklet showing comparative tax rates 
in Florida and other selected states. 


A 2S 


Corporate Fiduciaries Excused 
from Bond 


Ohio General Code Sec. 710-161, ex- 
tusing a corporate fiduciary from giving 
bond, is still in force despite the enact- 
ment of Sec. 10506-4, according to the 
recent opinion of Judge Schmidt of the 
Common Pleas Court of Hamilton Coun- 
ty, in the case of Clippenger v. Wood. 
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Mutual Funds Set New 
High Records 


New high records in total assets and 
sales of shares of “mutual funds,” or 
open-end investment companies, were 
attained during the first quarter of 1951, 
the National Association of Investment 
Companies announced last month. Total 
net assets of 100 mutual funds on March 
31. 1951 were $2,663.755.,000, an in- 
crease of $133,192.000 over December 
31, 1950 and $544,300,000 over the 
previous March 31. 


Sales of new shares during the first 
quarter of 1951 amounted to $177.696,- 
000, compared with $135,372.000 dur- 
ing the last quarter of 1950 and $140.- 
356.000 during the March quarter a 
year ago. Net sales, after redemptions, 
were $73,227,000 during the March, 
1951 quarter compared with $52.606,- 
000 for the previous quarter and $84.- 
325,000 for the first quarter last year. 
The Association pointed out that shares 
of mutual funds are redeemable at any 
time at the option of the holder. 


Investment Shares Authorized 


As a result of legislation enacted this 
year. a considerable number of jurisdic- 
tions have been added to those which 
by statute authorize fiduciaries to in- 
vest in shares of investment companies 
or investment trusts. Such action has 
been taken either as part of a newly 
adopted prudent man act or as an 
amendment to the existing rule. 


The additional states include: Colo- 
rado, Kansas. New Jersey, Maine, New 
Mexico, North Dakota, Tennessee, Utah 
and Washington. 





Investment Shares and 
Living Trusts 


Living trusts are no longer for the 
wealthy only, according to the current 
number of “Management of Money,” 
issued by Distributors Group, Inc. of 
New York. Accompanying it is a reprint 
of the article by William B. Putney, 3rd, 
in the December 1950 Trusts AND 
ESTATES. 

Keystone Custodian Funds of Boston 
has filed a registration statement with 
the SEC on its “Living Trust Plan” with 
which the sponsors propose to furnish 
investors a “convenient and flexible 
method of incorporating a Keystone in- 
vestment program established by them 
during their lifetimes into their estate 
plan.” The Pennsylvania Company for 
Banking and Trusts in Philadelphia is 
trustee under the agreement. 


A A A 
Trust Record Retention Study 


A comprehensive study on the “Re- 
tention of Records in a Personal Trust 
Department” was recently completed by 
the Committee on Trust Operations of 
the Trust Division, New York State 
Bankers Association. Accompanying the 
study. which is in the form of a chart 
indicating the suggested length of time 
which various trust department records 
should be retained, is a statement by 
committee chairman Charles E. Treman, 
Jr.. vice president and trust officer of 
the Tompkins County Trust Co., Ithaca, 
indicating that the various retention 
periods are for guidance only and any 
schedule adopted should have the ap- 
proval of counsel. The Committee is also 
examining corporate trust records, and 
expects to survey the pension trust field 
as experience becomes available. 





We're moving lock, stock and barrel (and it’s no trouble at all)... 





Frontispiece from amusingly illustrated booklet announcing opening of Irving Trust Co.’s 

new building at Rockefeller Plaza, to which business and personnel of the branch office 

on 48th Street were transferred on April 9th. The booklet, entitled “Ever move a bank?” 

represents the happy combination of a clever artist Cowan — and an imaginative banker, 

Frank M. Atterholt, vice president in charge of this newest of Irving’s seven branch offices 
in New York City. 
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Two kinds of booklets and folders for 
customers are emerging from trust in- 
stitutions: those that try to present in 
brief compass the whole range of per- 
sonal trust services, and those which 
deal with only one particular service. 


Among those of the first type is a 
new booklet — Trust, Custody and 
Investment SERVICES — issued by the 
personal trust division of /rving Trust 
Co., N. Y., and written by one of its 
“own trust people.” Its avowed purpose 
is to provide something informative, yet 
easy to read, that would take the mys- 
tery out of trust business. It is factual 
about fees, goes into some detail on 
estate planning, includes a table of state 
and federal taxes on typical net estates 
from $60,000 to $10,000,000 using (a) 
no marital deduction or (b) the maxi- 
mum deduction. There is a section on 
relations with members of the bar, and 
for employers a discussion of employees’ 
trusts. Although its 27 pages cover a 
lot of ground. the reader is aided by 
index tabs and by paragraph headings 
in the wide margins. 


Quite different, though in the same 
classification, is “Conserving Your 
Wealth,” emanating from Fiduciary 
Trust Co., N. Y. This 64 page book (now 
in its 5th edition) reprints the Com- 
panys advertising in the New York 
daily press. Starting with the proposi- 
tion that “Conserving invested wealth 
has become a specialized, full-time busi- 
ness,” the book proceeds to describe, 
cae by one, the personal trust services 
which the Company offers. Each is in- 
troduced with an excellent pen drawing 
and explanatory comment accompanied 
in many cases by a brief quotation from 
a famous man of antiquity or of the 
present day. As might be assumed from 
the newspaper advertising source of this 
material, the sections are short and read- 
able, and there is no attempt to go into 
detail. 


Among the second type of publica- 
tions comes the Marine Midland Group 
series of four booklets and three folders, 
all pocket size. “Making Every Dollar 
Count” considers estates from $10,000 
up, suggests proper drawing of a will, 
discusses insurance settlement options, 
annuities and trusts, points up the need 
to watch taxes, and the advantages of 
an experienced executor. “Life Insur- 
ance and Trusts,” “Trust Funds,” and 
“Q Questions about Your Will” deal 
with the topics indicated in a simple, 
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TRUST BOOKLETS WORTH SEEING 





direct, and friendly manner. One of the 
best qualities of these booklets is their 
cooperative attitude toward life under- 
writers and attorneys, and another is 
the tactful way in which a consultation 
with the trust officer is suggested. Of the 
three folders, one tells what joint own- 
ership will and will not do, and the 
other two show the inexpensiveness of 
corporate executor and trustee services. 

The /llinois Bankers Association has 
reprinted an article by the Honorable 
William F. Waugh entitled “Should You 
Make a Will?” It is short, specific, 
makes its point, and carries extra 
weight because the author, as Judge of 
the Probate Court, has observed the 
administration of estates over a period 


of years. 





One of the illustrations in Fiduciary Trust 

Co.’s book, “Conserving Your Wealth,” re- 

ferred to in the accompanying article. Below 

this picture ran a quotation from The Old 

Farmer’s Almanac: “It’s good manage- 

ment that holds a farm together, no doubt 
about it.” 


A booklet entitled, “An Introduction 
to the Marital Deduction Under the Fed- 
eral Estate Tax Law,” is being distribu- 
ted by the Denver National Bank to 
members of the Colorado Bar Associa- 
tion. Originally an article prepared at 
the request of the editors of the Rocky 
Mountain Law Review by Howard E. 
Parks, vice president and trust officer 
of the bank, the reprint was produced 
as the result of interest shown by attor- 
neys during preparation of the article. 
The twelve-page booklet discusses perti- 
nent sections of the 1948 Amendments 
to the Federal Estate Tax Law as they 
apply to common law states. Copies may 
be secured by writing to Mr. Parks. 


Offering a “friendly, personal service” 
and “prompt, economical estate settle- 
ment,” an Equitable Trust Co., Wilming- 
ton, folder reports the commissions on 
16 actual estates ranging from $1,028 to 
$1,394,928 and gives in each case the 
monthly average for a 12-month settle- 
ment period. Title: “Here’s Your Price 








Tag On Estate Settlement.” A smaller 
folder distributed by the National State 
Bank, Newark, entitled “Does This Bank 
Settle Small Estates?”, answers by show. 
ing that the bank settles estates of all 
sizes. The importance of an executor 
capable of making every dollar count, 
and the legal control of fees for experi- 
enced and inexperienced executors alike 
are the points stressed. 


The monthly folder sponsored by the 
Trust Department of the United States 
Vational Bank in Oregon with the ap- 
proval of the Oregon State Bar devoted 
its February issue to “Attroney at Law,” 
describing required training for and 
controls exercised within the State Bar. 
“Trust Thought of the Month” for 
March, put out by the Public National 
Bank & Trust Co., New York, listed 


reasons for reviewing one’s will. 









jn unusual approach to customer 
Srest is the February issue of Union 
New Haven Trust 
thly “Journal,” which is devoted to: 
mwn's Job” In a Bank. Brown was 
fellow in the old story who knew 
business and knew the people and 
med to do about everything with a 
of horse sense, so that his fellow 
rkers concluded that Brown’s job was 


Company's 


» serever Brown was. In this case Brown 
is the operations supervisor and a medi- 
um for telling the customer a great deal 
about the inside workings of the bank. 

“Personal Trusts and Taxes,” pub- 
lished by the First Trust Co., Lincoln, 
Neb., contains the final address of their 
Finance Forum, originally delivered by 
vice president John C. Whitten. Excerpts 
from this talk are also being used as 
imprint trust 
pany’s monthly mailing piece for pro- 
“Estate Digest.” 

Crown Trust of Canada _ has 
launched a new periodical with a pic- 
ture cover and cheerful drawings to 
brighten up the pages inside. Although 
it states its own purpose in these words 

- “Our aim is quite simple. We wish 
to help you . . . we shall explain the 
many ways in which Crown Trust Com- 
pany can serve you” — the help is more 
than financial. This little pamphlet (12 
pages) is a morale booster. Its sugges- 
tions about bank services are accom- 
panied by brief anecdotes or verses with 
good humor and philosophy, together 
with a bit of informational comment on 
Canada as a nation. 


The Second National Bank of New 
Haven is distributing a new edition, re- 
vised to September 1, 1950, of its book- 
let “Taxation of Connecticut Residents,” 


messages on the com- 


fessional groups, 


Co. 
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first published in 1942. It discusses 
property taxes, the four mill tax and the 
estate penalty tax, with a view to aid- 
ing customers to conserve their property 
during lifetime and avoid unnecessary 
expense at death. 

The 1951 edition of “United States 
Obligations,” published by The North- 
ern Trust Co., Chicago, contains a num- 
ber of new charts replacing some of 
those used in previous editions. One 
of the convenient full-page charts gives 
comparative yields for individuals and 
corporations on taxable and tax-exempt 
securities. This each tax 
bracket the yields which must be ob- 
tained on taxable bonds to be equivalent 
to typical given yields on tax-exempt 


bonds. 


shows for 


A A A 

Trust Company Offers 

Household Tax Service 
A copyrighted system for relieving 
householders of the burdens arising 
from the recent extension of Social Ser- 
servants. and which 
requires only a good bookkeeper to 
handle virtually the entire operation, 
has been devised by the Putnam Trust 
Co., Greenwich, Conn., and is available 
on a fee basis to other banks. The plan 
includes a special check form, clearing 


vice to domestic 


through the housewife’s ordinary ac- 
count, but giving the bank all the in- 
formation necessary to determine 
whether a tax is due, and how much. 
The checkbook has a tax chart on the 
inside back cover which lists the re- 
quired deductions, and includes a state- 
ment form on wages paid and taxes 
withheld, to be given an employee who 
leaves the customer's employ. There 
are no stubs, because checks are en- 
tered in the depositor’s regular check- 
book and they clear through that ac- 
count. All the customer has to do is to 
use this checkbook. The bank does the 
rest. 


An agreement is signed permitting 
the bank to act as agent in reporting 
and paying social security taxes and to 
charge the regular checking account for 
taxes found to be due. Although some 
banks might wish to do this free of 
charge as a good will builder, Putnam 
Trust requires an annual fee of $10 per 
employee (except that “if Nellie leaves 
and Maggie takes her place, it’s all cov- 
ered for the same $10”). The agreement 
permits this charge also to be deducted 
from the regular checking account. An- 
nouncement of this service quickly at- 
tracted accounts covering 350 servants 
as well as inquiries from other banks. 


* 


Initiative in Will Review 


Factors in favor of a trust institution 
taking the initiative in revision of 
wills and revocable trusts were listed 
by Girard Trust’s assistant vice presi- 
dent, Robert E. MacDougall (writing in 
a recent F.P.R.A. Bulletin) as including: 

1. Systematic instrument review offers 
an opportunity for development of new 
business. 

2. Participating with members of the 
bar in revision puts the bank in a better 
position to protect its appointment. 

3. Revision work can be delegated to 
men particularly trained in estate plan- 
ning revision or to members of the trust 
administration department (not neces- 
sarily salesmen). 

4. Revision provides opportunity for 
resetting rates. 

5. Review of a will may save admini- 
strative headaches later, or provide fu- 
ture economies. 

6. Often undesireable business can be 
weeded out. 

7. Bank initiative will improve rela- 
tions with the attorneys called upon to 
make the revisions. 

8. Calling customer's attention to ad- 
vantages that can be gained by changing 
his estate plan builds good will. 


* 


IF YOU ARE IN CHARGE OF 
TRUST INVESTMENTS 


rust investment officers 

find here a satisfactory 

. source of high-grade state and 
municipal bonds. One of the 
principal underwriters of these 
securities, this bank invites 


your inquiries. Information 


on issues given and quick 


execution of orders assured. 


* 
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TRUST PERSONNEL CHANGES 


ARKANSAS 


Fort Smith — Former vice president 
Leon E. Werntz has been elevated to the 
presidency of ARKANSAS VALLEY TRUST 
Co., to succeed the late Frank W. You- 
mans. 


CALIFORNIA 
Los Angeles — 
Samuel B. Burn- 


ham was. elected 
trust officer of UN- 
ION BANK & TRUST 
Co. He attended 
Columbia Univer- 
sity, the University 
of Southern Cali- 
fornia, and grad- 
uated from South- 
western University with an LL.B. degree. 
From 1927 to 1940 he was associated in 
a trust capacity with Security-First Na- 
tional Bank and its predecessor institu- 
tions. After that Mr. Burnham engaged 
in bank system work for Burroughs Add- 
ing Machine Co. and, in 1942, resumed 
his trust career with First NATIONAL 
Trust & Savincs BANK of Santa Bar- 
bara, subsequently being named vice 
president and trust officer in charge of 
its trust department. He joined Union 
Bank last year. 





Ss. B. BURNHAM 


COLORADO 


Denver — INTERNATIONAL TRUST CoO. 
elected Eugene H. Adams its new pres- 
ident to succeed the late Leo A. Stein- 
hardt. Mr. Adams was heretofore a trust 


eo 
pos 





C. EDGAR KETTERING EUGENE H. ADAMS 


officer and director. His new office was 
once held by his father, the late Clarence 
Adams. Also elected was C. Edgar Ket- 
tering, Denver County Judge, to execu- 
tive vice president in charge of the trust 
department, and a director. He resigned 
his position as judge. Two vice presidents 


NEW BUSINESS 
SOLICITOR WANTED 


South Florida Bank desires services of 
experienced solicitor for trust and com- 
mercial accounts. All year or eight or 


nine months service per year would be 
satisfactory. Replies should set forth edu- 
cation and experience, and will be treated 
in strictest confidence. 


Box H-5-1, TRUSTS AND ESTATES 


326 








elected in the trust department were El- 
mer W. Johnson and Richard P. Brown, 
former trust officers. 


Greeley—A. C. Baird succeeds W. R. 
Patterson, retired, as assistant cashier 
and trust officer of First NATIONAL 
BANK. 


CONNECTICUT 


Stamford—J. Gordon Atkins, vice pres- 
ident and trust officer of STAMFORD TRUST 
Co., has been elected also a director. 


ILLINOIS 


Chicago—After 52 years of continuous 
service in the trust field, H. W. Hawkins 
retired May first as trust officer of City 
NATIONAL BANK & Trust Co. At the age 
of 22 he entered the First National Bank 
of Elgin, and in 1897 became connected 
with American Trust & Savings Bank 
of Chicago, where in 1899 he was trans- 
ferred to the trust department. He has 
been a trust officer of the City National 
since its formation. 


INDIANA 


Fort Wayne—F. A. Schack has been 
advanced to trust officer, from assistant 
trust officer, at Fort WAYNE NATIONAL 
BANK. He held the latter post since the 
bank opened in 1933. 


KENTUCKY 


Lexington—W. M. Ellis and Robert 
K. Landrum have been named assistant 
secretaries at SECURITY TRUST Co. 


LOUISIANA 


New Orleans — 
Errol E. Buckner 
was elected trust 
officer of NATIONAL 
BANK OF COmM- 
MERCE. Now an as- 
sistant vice pres- 
ident of the bank, 
Mr. Buckner will 
be associated with 
Francis C. Doyle, 
vice president and trust officer, who heads 
the trust department. The newly elected 
trust officer, a graduate of St. Louis 
University Law School, has been con- 
nected with the bank’s predecessors since 
1931. He has been head of the bond de- 
partment and is a former member of the 
Board of Governors of the Investment 
Bankers Association of America. 


ERROL E. BUCKNER 


MISSOURI 


Joplin — Guy McHenry became vice 
president and trust officer of JOPLIN 
NATIONAL BANK & TRUST Co. 





NEW JERSEY 


Atlantic City—George F. Robert has 
been appointed trust officer at GUARAN- 
TEE BANK & TRUST Co. 


Caldwell—CiTIzZENS NATIONAL BANK & 
Trust Co. elected Harvey Quimby vice 
president and trust officer. He has been 
with the bank since 1915. Howard W. 
Apgar, formerly executive vice president, 
was elected president to succeed the late 
Melvin H. Courter. 


NEW YORK 


New York—Harold R. Wright, former- 
ly trust officer of BANK oF NEW York 
AND FIFTH AVENUE BANK, has_ been 
elected secretary-treasurer of AMERICAN 
Trust Co. 


New York — Leonard W. Pritchett, 
trust officer in the personal trust depart- 
ment of BANKERS TrusT Co., retired on 
April first after being with the company 
for 19 years. 


New York—At the main office of BANK 
OF NEW YorRK & FIFTH AVENUE BANK, 
John U. Grissinger has been named trust 
officer, Grover C. Jensen, assistant trust 
officer; at Fifth Avenue branch, H. E. 
Muecke named trust officer and John B. 
Dunning, assistant trust officer. 


New York—Henry R. Newsholme has 
become personal trust officer at CHASE 
NATIONAL BANK. 


New York — 
Frederick M. E. 
Puelle has been ap- 
pointed vice pres- 
ident of UNITED 
STATES TRUST Co. 
Mr. Puelle, assist- 
ant vice president 
since 1943, has 
been with the com- 
pany for a quarter 
of a century and is in charge of the 
company’s Trust Administration func- 
tions. 





F. M. E. PUELLE 


NoRTH CAROLINA 


Lumberton—Bowen Ross, vice pres- 
ident and trust officer of SCOTTISH BANK, 
has been elected a director. 


OHIO 


Cleveland — Rus- 
sel E. Vunderink, 
who joined the staff 
of NATIONAL CITY 
BANK in 1948 as an 
estate analyst, has 
been promoted to 
trust officer. A 
graduate of West- 
ern Reserve Uni- 
versity Law School 


R. E. VUNDERINK 
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in 1948, Mr. Vunderink is a member of 
the Cleveland Association of Estate An- 
alysts. In 1945 he was honorably dis- 
charged from the Navy as lieutenant 
junior grade. 


Cleveland—Anthony Poss, trust officer 
of CENTRAL NATIONAL BANK, retired May 
first after 34 years with the bank. Since 
he joined the bank in 1916 he has de- 
voted his time to administration work 
in the corporate trust department. 

Youngstown — Succeeding the late 
Verne J. Wilson, Asael E. Adams, Jr., 
became president of UNION NATIONAL 
BANK. 

PENNSYLVANIA 
Bryn Mawr—William A. Draper ad- 


vanced from assistant trust officer to 
trust officer at BRYN MAwWR TRUST Co. 


Philadelphia — 
Robert A. Wilson 
has been named 
senior vice _ presi- 
dent of the trust 
department of THE 
PENNSYLVANIA 
COMPANY FOR 
BANKING & TRUSTS. 
Associated with 
that department 
since 1937, he was made a vice president 
in 1945. He is chairman of the executive 
committee of the Trust Division of the 
American Bankers Association, and also 
active in the Trust Division of the Penn- 
sylvania Bankers Association, serving as 
chairman of the division and of important 
committees. 





ROBERT A. WILSON 


Although senior vice president William 
M. David has reached retirement age, in 
view of world conditions and the fact 
that several key men have already been 
called back in the armed forces, the 
Board of Directors requested him to re- 
main as head of the trust department. 


John W. Clegg, Jr., trust officer, is now 
on a twenty-one months tour of active 
duty with the Air Force, assigned to the 
Auditor General’s department and is 
specializing in the evaluation of pension 
costs as part of the costs incurred in 
procurement of Air Force material. 


Philadelphia — 
PROVIDENT TRUST 
Co. elected Benja- 
min F. Sawin exe- 
cutive vice presi- 
dent; promoted 
John J. Buckley 
from trust officer to 
estate planning of- 
ficer; and J. Nor- 
man Miller from 
trust operations officer to assistant vice 
president in the trust department. 


BENJAMIN F. SAWIN 


Mr. Sawin has been vice president in 
charge of the commercial banking de- 
partment. Mr. Buckley, prior to Army 
Service, had extensive estate planning 
experience in Philadelphia, New York 
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Providence harbor and East Side a century ago as depicted in a full color mural in 





Rhode Island Hospital Trust Company’s safe deposit department. 





and Chicago. Mr. Miller has been asso- 
ciated with Provident Trust since 1931, 
is a graduate of the Graduate School of 
Banking of the American Bankers As- 
sociation, and currently is a member of 
the trust operations committee of the 
Pennsylvania Bankers Association. 

Pittsburgh—George W. Frey and EIl- 
mer S. Waizenhofer have been appointed 
assistant secretaries in the trust depart- 
ment of MELLON NATIONAL BANK & 
TRUST Co. 

Reading — Assistant Secretary in 
charge of trust operations is the new 
title for Joseph J. Ertel at BERKS CouUN- 
TY TRUST Co. 


RHODE ISLAND 


Providence — At PHENIX NATIONAL 
BANK, Clarence H. Gifford, Jr., received 
the title of vice president in addition to 
that of trust officer. 


TEXAS 
Dallas—REPUBLIC NATIONAL BANK has 
elected John H. McGinnis a security anal- 
yst in the trust department. Mr. McGin- 
nis has had considerable experience in 
investment banking in New York. 


WISCONSIN 
Beloit—At SECOND NATIONAL BANK, 
L. K. Munn was made a trust officer and 
Louise W. Sterna, assistant trust officer. 


CANADA 
Toronto—G. Harold Edwards, comp- 
troller of GUARANTY TRUST COMPANY OF 
CANADA since 1948, has been appointed 
superintendent of branches. 


A A A 


Corporate Fiduciaries Elect 


Cincinnati Corporate Fiduciaries As- 
sociation elected the following: 
Pres.: Julius W. Reif, vice president 


and trust officer, Provident Savings 
Bank & Trust Co. 


Vice Pres.: Paul B. Momberg, vice 
president and trust officer, Southern 
Ohio Trust Co. 

Sec.-Treas.: Halsey G. Bechtel, Jr., 
trust officer, Central Trust Co. 


Sse 
TRUST 


EMPLOYMENT EXCHANGE 
ee 


Banks seeking trust executives, and 
personnel desiring new opportunities 
are invited to make free use of this 
column, addressing correspondence 
to “T & E,” attention Employment 
Exchange and code number. 


Southern Florida trust company, with 
rapidly growing personal trust business 
in metropolitan center, has promising 
opening for well-rounded trust executive 
of good personality for contact as well 
as administrative work. Trust or Asso- 
ciate Officer title and compensation with 
advancement prospects, for middle-aged 
or under-40 man. 4-1. 


South Florida bank desires services of 
experienced ‘solicitor for trust and com- 
mercial accounts. All year or eight or 
nine months would be satisfactory. 4-2. 

Trust Officer, 47, graduate lawyer and 
accountant with over 20 years experience 
with a large Southern bank, including 
administration, taxes and new business 
development, seeks new position prefer- 
ably on Eastern Seaboard but will con- 
sider any opportunity in the trust field. 
5-1. 

Third-year veteran law student, grad- 
uating in June, would like to do trust 
work in bank or legal firm specializing 
in estate planning; has participated in 
law school seminar conducted by trust 
official. 5-2. 

Former trust company official, 58, in 
good health, desires to re-enter trust 
field to capitalize on background of law, 
management, accounting and taxation. 
5-3. 

Trust official offers fifteen years ex- 
perience in large and medium sized de- 
partments, principally in administration, 
investments and taxes. 5-4. 

Experienced pension man seeks posi- 
tion in trust institution to develop or 
lead pension trust department; versed 
in plan development and administration, 
actuarial factors, insurance underwriting 
and tax phases. 5-5. 
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MERGERS 


Waterbury, Conn.—Merger of the Wa- 
tertown Trust Co. into the COLONIAL 
Trust Co. was approved by boards of 
directors of both banks. Subject to ap- 
proval by stockholders and _ banking 
authorities, it is expected that the Water- 
town Trust will begin operating as a 
branch of Colonial on June 4. 


Evansville, Ind.—OLpD NATIONAL BANK 
acquired the FRANKLIN BANK & TRUST 
Co. as of May first, the plan already hav- 
ing been approved by directors, stock- 
holders and government agencies. The 
Franklin bank becomes the West Side 
office of Old National, with Charles L. 
Wesselman continuing as executive offi- 
cer in charge, having been elected vice 
president of Old National; Clarence L. 
Goebel, previously secretary, treasurer 
and trust officer of Franklin, was elected 
assistant vice president. 


Buffalo, N. Y.—Merger of POWER CITY 
Trust Co., Niagara Falls, into the 
MARINE TRUST Co. OF BUFFALO became 
effective April 21, under the name of 
MARINE TRUST CoO. OF WESTERN NEW 
York. The latter subsequently absorbed 
these additional banks: Marine Midland 
Trust Co. of Albion, Medina Trust Co., 
Niagara County National Bank & Trust 
Co., Lockport, First Trust Co. of Tona- 
wanda, and State Trust Co. of North 
Tonawanda. The institution is the largest 
in the state outside New York City. 





State Street Trust 
Company 


BOSTON, MASS. 


welcomes opportunities to 
put its long years of expe- 
rience in the New Eng- 
land banking and trust 


field at the service of 


those who need coopera- 


tion in this area. 


MAIN OFFICE: 
State & Congress Sts. 


Member 
Federal Reserve System 
Federal Deposit Insurance Corporation 
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New York, N. Y.—Merger of the Com- 
MERCIAL NATIONAL BANK & TRUST Co. 
with BANKERS TRUST Co. was approved 
by boards of both institutions, and will be 
submitted to stockholders on May 23. It 
is planned to conduct the business of ‘the 
merged institutions under the name of 
Bankers Trust Co., making this the four- 
teenth office in the city. All of the offi- 
cers and employees of Commercial Na- 
tional have been invited to become mem- 
bers of the staff of Bankers. 


Cincinnati, Ohio — Stockholders of 
SECOND NATIONAL BANK ratified sale of 
that bank’s assets to First NATIONAL 
BANK, making the latter the largest bank 
in the city. This is to be effective July 1. 


A A A 
TRUST POWERS GRANTED 


Aurora, I1].—In the recently authorized 
trust department of AURORA NATIONAL 
BANK, David R. Lynch has been appoint- 
ed vice president and trust officer. 


Mattoon, Ill—W. R. Kimball, trust 
officer, and A. D. Williams, assistant trust 
officer, have been appointed to spend part 
time in the newly authorized trust de- 
partment of CENTRAL NATIONAL BANK. 
Mr. Williams is also a vice president. 


Pittsburg, Kans. — Recently granted 
trust powers under the Federal Reserve 
Act, NATIONAL BANK OF PITTSBURG ap- 
pointed Charles O. Davis as trust officer 
in addition to his present title of pres- 
ident, and Rex W. Crowley an assistant 
trust officer in addition to vice president. 


Abilene, Texas—Recently granted trust 
powers, CITIZENS NATIONAL BANK ap- 
pointed M. M. Meek, president, as trust 
officer; Oliver Howard, assistant vice 
president, as assistant trust officer. 


Laredo, Texas—Max A. Mandel, vice 
president, has been named also trust offi- 
cer, to devote part time to the newly 
authorized trust department of LAREDO 
NATIONAL BANK. 


Lubbock, Texas—CITIZENS NATIONAL 
BANK appointed J. David Lynch as full- 
time trust officer in its new trust depart- 
ment. 


Complete Trust Service in GEORGIA 








through eleven offices in six cities 


THE CITIZENS & SOUTHERN 
NATIONAL BANK 


BRIEFS 


Denver, Colo.—H. F. Feucht, vice pres- 
ident and formerly trust officer of AMER- 
ICAN NATIONAL BANK, received an award 
from the National Freedoms Foundation 
for outstanding contributions to freedom 
during 1950. The award was presented 
for his address “The Road Back” before 
the Independent Bankers Association in 
Los Angeles. This talk also brought him 
the Denver Chamber of Commerce’s Pub- 
lic Service Award. 


Indianapolis, Ind.—The trust depart- 
ment of INDIANA NATIONAL BANK started 
business in its new quarters in the bank’s 
main office in downtown Indianapolis, 
April 9. The department occupies the 
third and fourth floors of the new build- 
ing, served by modern, high-speed ele- 
vators. Trust functions came to the bank 
in its recent merger with UNION TRUST 
Co. 


Lexington, Ky. — The Rotary Club 
elected Robert S. Davis president. Mr. 
Davis is vice president and trust officer 
of First NATIONAL BANK & TRusT Co. 


New York, N. Y.—Thomas A. Foster 
and James A. Noonan, formerly in the 
trust department of Title Guarantee & 
Trust Co. before it relinquished its trust 
business, have opened an office at 90-04 
161st Street, Jamaica 2, N. Y., to engage 
in general real estate brokerage trans- 
actions. 


IN MEMORIAM 


Brigadier-General CHARLES G. DAWEs, 
former vice president of the United 
States, and chairman of the board of City 
NATIONAL BANK & Trust Co., Chicago. 


C. HERBERT SCHALL, trust officer of 
GUARANTEE BANK & Trust Co., Atlantic 
City, N. J. 

G. BARRETT LITTELL, vice president of 
SCRANTON LACKAWANNA TRUST Co., Pa. 


ALFRED A, ZAHRN, vice president and 
trust officer of MANUFACTURERS NATION- 
AL BANK, Detroit. 
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BANKING ON EXHIBT 


OT only the eye and the ear, but 
N even the stomach is susceptible to 
the appeal of the modern new-business 
man, and a generally friendly atmos- 
phere is more and more replacing the 
old fashioned formal aloofness of the 
temples of finance. Some banks use 
lobby displays to promote a particular 
service, others to increase knowledge of 
the institution as a whole, and still others 
use them as a community service, fea- 
turing local business and manufacturing 
or the activities of local citizens. Among 
the bankers stressing the community 
service aspect is Merchants National 
Bank & Trust Co., Meadville, Pa., which 
reserves lobby space, free of charge, for 
the use of merchants, manufacturers and 
professional groups, allowing each dis- 
play to continue for one week. Many 
firms reported additional sales directly 
due to such displays and the bank has 
benefited directly also. During the first 
week of February the insurance under- 
writers’ group of Meadville put on such 
a display with one of their members on 
duty at all times, iving out copies of 
their advertising and educational litera- 
ture, and talking with any of the bank 
customerswho were interested in life in- 
surance and estate analysis. They made 
no effort to sell any particular life in- 
surance policy as their primary aim was 
educational. The bank also gave out ad- 
vertising copy of its own on wills and 
estates. The bank found that members 
of the underwriters’ group were able to 
refer some new trust accounts and that 
the cooperation was mutually beneficial. 
Stamford Trust Co., Conn., also has used 
industrial displays to emphasize the con- 
tribution of manufacturers to the com- 
munity life combining this with tours 
through the bank for high school stu- 
dents. 

Sometimes activities of a special group 
in the community may have great draw- 
ing power, as when the Capital City Na- 
tional Bank of Tallahassee, in a slow 
summer month invited the local Model 
Railroad Club to exhibit. Instead of the 
300 people expected o nthe first night, 
extensive local newspaper and radio ad- 
vertising prior to the opening of the 
exhibit brought a total attendance of 
1,500. A large model railroad display 
was operated by members of the Club, 
and a smaller exhibit, set on a low table, 
could be operated by visiting children. 
The Corn Exchange National Bank & 
Trust Co., Philadelphia, uses an effec- 
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tive display unit mounted on rollers, 
and combining display space, a bulletin 
board, and storage areas for promo- 
tional leaflets. An example of direct 
relation between exhibit and banking 
was the currency display of this same 
institution. Currency units from forty 
foreign countries were connected by 
strings to the proper points on the 
two hemispheres of a globe to show 
where each particular bill was legal 
tender, emphasizing the bank’s service 
of buying and selling foreign currency. 
The Bank of California’s Portland, Ore., 
branch provides a conventional show 
case as a public service facility which 
is booked six months in advance by 
local collectors and producers of unusual 
wares. Audience participation, present 
to some degree in many exhibits, is a 
growing factor, sometimes obtained 
through elaborate mechanisms like that 
of the New York Telephone Co. in the 
lobby of the East River Savings Bank 
where earphones enabled customers to 
listen to messages transmitted from for- 
eign countries while a figure in native 
costume was flashed on a screen. Mis- 
sissippi Valley Trust Co., St. Louis, ex- 
hibits a 1756 model of a Dutch man-of- 
war, corresponding with a modern 
battleship, shows the type of strong box 
or treasure chest such a ship used to 
carry, and surrounds both with safe 
deposit boxes to show modern protec- 
tion of valuables. Anniversaries and 
special occasions in the community often 





are used as occasions for exhibits. Amer- 
ican Security & Trust Co., Washington, 
D. C., played host to the National Capi- 
tal Orchid Society for its Third Annual 
Orchid Show held in the lobby of the 
bank. More than 4,000 plants and 
blooms were exhibited, valued in ex- 
cess of $250,000, and the show was 
visited by 35,000 people including Presi- 
dent Harry S. Truman. 

Correspondence need not be a matter 
of words only. /ndiana Trust & Savings 
Bank, Evansville, prints a picture of its 
building on the upper left corner of its 
envelopes, and American National Bank, 
Denver, included in a trust letter a small 
square mirror, pasted under the saluta- 
tion, and with copy running. “A mirror 
is a realist. It can be kind, it can be 
cruel, it mirrors only fact . . . Your es- 
tate plan is much like a mirror, It can 
be wise, kind, and flexible to changing 
conditions, if these fine traits have fore- 
sightedly been embodied into its fea- 
tures in written and properly signed 
form.” 

Federal National Bank, Shawnee, 
Okla.. sent weekly postal invitations to 
a limited group, averaging 125, for a 
showing in the bank’s employees room 
of colored movies taken in Europe last 
fall by its president. Altogether 1,200 
people saw the pictures. listened to 
comments on the American way of life, 
and became a bit more familiar with 
the bank. 

On Employer - Employee - Education 
Day in St. Paul, teachers were guests 
of business and industrial establishments 
including the banks, some going to one 
institution and some to another. The 


agus Assn ¢ iPe UNDERWRITERS 


Meadville, Peows 


Lobby Exhibit at Merchants National Bank & Trust Co., Meadville, Pa., prepared by 
the Meadville Association of Life Underwriters. 
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group visiting Midland National Bank 
were greeted by the president, toured 
the bank, and had lunch at the Town 
& Country Club. The American National 
Bank conducted a panel discussion fol- 
lowing which the teachers were guests 
at luncheon. At Empire National Bank 
the annual Thanksgiving Day luncheon 
for employees was advanced one day 
and teachers joined the bank staff at a 
turkey dinner. First National Bank’s 
group of teachers also were luncheon 
guests, but with a unique menu. Desig- 
nated as VIP’s (very important per- 
sons) they sat with the bank’s VP’s and 
feasted on such items as “Loaning offi- 


To Serve You 
in Canada 


* 


Our business is that of a trust 
company; we are not engaged in 


banking. 


Incorporated and organized in 
1889, we now have assets aggre- 
gating hundreds of millions of 


dollars under our administration. 


If you have, or want to acquire, 
any kind of property in Canada, 
we can serve you. Our Managers 
and Trust Officers are expe- 
rienced and reliable, and we be- 
lieve our Investment and Real 
Estate Departments have excep- 
tional ability and facilities for 
advising and aiding those who 
wish to participate in the devel- 
opment and expansion of Can- 


ada. 


* 


MONTREAL 
TRUST 
Company 


Head Office: 
511 PLACE D’ARMES, MONTREAL 


Other Offices In — 


RALIFAX TORONTO WINNIPEG 
CALGARY EDMONTON VANCOUVER 
VICTORIA CHARLOTTETOWN 


ST. JOHN’S, Nid. LONDON, ENG. 
NASSAU, B. W. I. 
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cers Salad—Well Chilled” and “Assort- 
ed Greens—Fresh from the U. S. Print- 
ing Office.” At Orlando, Fla., the First 
National Bank entertained the Business 
and Professional Women’s Club for an 
evening. Seated in the lobby, they were 
given a description, illustrated with 
charts, of the origin and flow of money, 
checks, and deposits through the bank. 
The activities of seven departments were 
described by their respective officers, 
after which the Club president was 
presented with a decorated cake and 
gave a short talk. The ladies were taken 
on a conducted tour of the bank, photo- 
graphed at such operations as counting 
money, making loans, and running post- 
ing machines. At the end sandwiches, 
ice cream, and frosted cakes were served. 


While trust departments have leaned 
more heavily on forums and the printed 
word for their new business emphasis, 
good will generated toward a bank is 
inclusive of all departments, and could 
well be directed toward the various 
trust services. Trust newspaper adver- 
tising is gradually building a back-log 
of pictorial material, much of which 
could be adapted for lobby displays. 


A B B 


Bank Advertises Churches 


Free advertising for the churches of 
the county is a community service ren- 
dered by the Bank of Crestview, Fla. Un- 
der the heading, “Attend the Church of 
Your Choice every week,” are listed the 
churches, pastors, and Sunday service 
schedules. A picture of a tyuical church 
adorns the upper corner. 


“TAXATION OF 


* 50th Anniversary for 
Montelair Trust 


Montclair (N. J.) Trust Co. will cele- 
brate its Golden Anniversary on May 26, 
From its beginning it has put emphasis 
on trust business and consequently has 
one of the largest suburban Trust De- 
partments in New Jersey. The book value 
of trust assets, which is considerably be- 
low market value, amounted to over 
$33,000,000 at the year end and produced 
an income during 1950 in excess of 
excess of $2,239,000. The magnitude of 
the future business is evidenced by the 
1,200 wills on file or recorded in which 
the bank is named as an executor or 
trustee. 

The first estate put on its books in 
1901, belonged to a member of the Crane 
family who were among the original 
settlers of Montclair, then called Crane- 
town, and through the years, customers 
have included descendants of pioneer 
families. Adhering to the practice of re- 
taining the attorneys who drew the wills 
as counsel for the estates, Montclair 
Trust Co. has been associated with over 
50 different New Jersey and New York 
attorneys and serves beneficiaries in 28 
states and several foreign countries. 

The Trust Department, under the gen- 
er supervision of Chairman Fiske and 
President Astarita, is in charge of E. 
D. LaRue, Vice President and Trust Offi- 
cer. Many of the officials received their 
training in leading trust departments 
of New York City banks, and the operat- 
ing staff is fortified with the most mod- 
ern mechanical equipment and methods. 

To celebrate its 50th Anniversary, the 
bank will hold open house at the Mont- 
clair Center Office on May 26, with a 
prize contest to guess the burning time 
of the 50 inch birthday candle. 


CONNECTICUT RESIDENTS ”’ 


—— A SUMMARY OF 


PROPERTY TAXES-~ e 


THE FOUR MILL TAX 


THE ESTATE PENALTY TAX 


-This booklet was prepared by one of our Trust Officers. 
It was revised September 1, 1950. Copies are available 


upon request. 


Address: 





F. B. Harris, Trust Officer 


THE SECOND NATIONAL BANK 


OF NEW HAVEN 
NEW HAVEN 2, CONNECTICUT 
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Attention Arresters in 
Recent Trust Ads 


Punch lines and pictures dominate 
trust newspaper advertising throughout 
the country, drawing the reader’s eye to 
a convincing story of trust services and 
protections. Leading examples noted in- 
clude: 

“Who'll Be Your Executor?” heads 
an ad by Union Title Insurance & Trust 
Co., San Diego, which explains how the 
naming of a friend as executor may be 
an imposition, and suggests naming a 
trust organization as “the sensible thing” 
to do... . “Mr. Potterby Was Proud 
But Perplexed” starts an ad which con- 
siders the same situation from the view- 
point of a friend who has already learn- 
ed he was named executor, and Fidelity- 
Philadelphia Trust Co. offers a solution 
for Mr. Potterby’s perplexity naming 
Fidelity the co-executor (or. of course, 
sole executor). The “proud but per- 
plexed” expression on Mr. Potterby’s 
face is sketched in . . . “Will your estate 
have to Pay A Bitt Like Tuts?” is a 
question the First National Bank of Ak- 
ron, Ohio. asks about a boxed list of 
losses which an estate might suffer at 
the hands of an inexperienced executor. 
Another ad by the same bank begins: 
“One Slice 


three sets of taxes and 


or Three?”, citing the 
administrative 
expenses when an estate is left outright 
to wife, then to children. and ‘then to 
grandchildren. 

“Spring Housecleaning! Is Your Will 
Covered With 
the lead of an ad of Commercial Nation- 
al Bank, Hillsboro. Ore.. this 
thought is developed in two paragraphs 
of text 
only” clauses appears in a Lynchburg 
(Va.) Trust & Savings Bank ad which 
“Does Your Will Threaten 
Someone’s Happiness?” . . . Failure to 


Dust and Cobwebs?” is 
and 


\ warning about “income 


begins, 
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Security National Bank, Sheboygan, ad 
cited in text. 
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make a will at all is the subject of a 
National Newark (N.J.) & Essex Bank- 
ing Co. ad which is headed “One Mistake 
That Nobody Can Correct” and shows a 
pencil with the eraser end prominent .. . 
“Joint Ownership Is Nor a Substitute 
for a Will” accompanies a picture of a 
wrecked automobile and the story of 
“Mr. and Mrs. Jones” which demon- 
strates the truth of the caption for copy 
used by Security National Bank, Sheboy- 
gan, Wis. This is superimposed on a 
will (with the names blotted out) 

Periodic revision of wills is the aim of 
an ad by First National Bank, Atlanta, 
entitled “A Check Up Time For Your 
Estate.” This title is flanked by a cal- 
endar of the current month and a “last 
will and testament” scroll with quill pen 
and ink. A check list, notes the making 
of a will, keeping it up to date, and 
naming a corporate executor ... “At 
ihe foot of the candle is the dark” is the 
novel approach to will revision used by 
First National Bank & Trust Co., Macon, 
Ga. Accompanied by a picture of a 
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Illustration in Fort Worth National Bank ad 
mentioned in article. 


lighted candle in an old fashioned hold- 
er, with a shadow at the base, the text 
identifies the caption as an Arab proverb 
meaning “you must stand away from a 
thing to see it clearly.” 

“How to Save Money by Giving It 
Away” is Republic National Bank’s 
(Dallas) lead for discussing the income 
and estate tax advantages of a gift trust. 
... “Watching It Work,” title for a pic- 
ture of a steamshovel and the usual 
sidewalk superintendents, is the way 
Phenix National Bank, Providence, 
heads its presentation of the Investment 
Management story “WHERE are 
your company’s microfilm records?”. 
printed on a representation of a length 
of film, starts an ad by Land Title Bank 


& Trust Co., Philadelphia, telling about — 


special vault provisions — cabinets with 
automatic humidity control; adjoining 
booths with projectors . . . “Life Insur- 
ance Can Safeguard Your Estate Against 
Forced Sale of Good Assets” accompan- 
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Section of Street Map of Tucson in Pictorial 
Guide of Southern Arizona, prepared and 
distributed by Valley National Bank. 





ies a picture of a modern apartment 
house with a “for Quick Forced Sale” 
sign stuck in the lawn. The combination 
heads a development of this theme for 
an estate analysis ad of First National 
Bank, Birmingham . . . Fort Worth Na- 
tional Bank, Texas. gets at the same 
subject by detective story appeal. “The 
Case of the Missing Policies” is the 
title and a shadowy Sherlock Holmes 
peers through his magnifying glass. The 
“missing” policies. of course, are the 
ones that never were purchased. 


A chess board with a man’s hand 
moving a knight into position, and en- 
titled “The First Move is up to you.” 
is another effective ad from Fort Worth 
National. In this case the first move is 
“sound intelligent estate planning” in 
consultation with a trust officer. 

& & A 


New Look in Bank Advertising 


Bank advertising, for years notorious 
for its stodgy, conservative and dull 
character, has taken on a new look in 
recent years—one that is paying hand- 
some dividends in terms of new custom- 
ers for a wider variety of banking ser- 
vices. Where the emphasis was once on 
ponderously selling the dignity of the 
institution rather than its services, to- 
day’s bank promotion, by all past stand- 
ards, fairly sparkles with friendliness, 
informality and human interest. The 
trend is toward informative, down-to- 
earth copy featuring light but pointed 


illustrations. 
ROBERT B. McINTYRE, in Editor & Publisher. 
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Planning for Teachers 


The types of property usually owned 
by teachers must be integrated in order 
that a sensible flow of monthly income 
might be assured. This was the theme of 
a lecture before high school teachers by 
Solomon Huber, general agent of The 
Mutual Benefit Life Insurance Co. in 
New York and professor of sociology at 
The New School for Social Research. 
The lecture was part of a course ap- 
proved by the New York City Board of 
Education. Teachers’ assets generally 
consist of a pension, life insurance, gov- 
ernment bonds and Social Security bene- 
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fits from spare time business operations. 
In outlining the desired integration, Mr. 
Huber gave the following illustration: 
Once the minimum incomes for family 
beneficiaries have been set, the city pen- 
sion should be figured as yielding in- 
come of different amounts depending 
upon whether the teacher’s death oc- 
curred before or after retirement. Gov- 
ernment bonds should either be re- 
issued or cashed in and new bonds pur- 
chased in the sole name of the teacher. 
The proceeds can then be used to furnish 
the principal for a modest testamentary 
trust or disposed of through precatory 
directives — words of suggestion, desire, 
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etc. which would suggest to the bene- 
ficiary how often and in what amount 
proceeds should be withdrawn or used 
when left outright. 


Life insurance under settlement op- 
tions can be tied in with pension bene- 
fits. The integration with respect to the 
beneficiary can be attained by holding 
life proceeds at interest followed by a 
life income at the time payments begin 
under the pension death and insurance 
benefits. Teachers with outside employ- 
ment who come under the Social Se- 
curity Act could arrange policy options 
to fill peaks and valleys of benefits. 


a & & 
Heads Ky. Trust Division 


H. Leroy Austin, vice president of 
Security Trust Co., Lexington, was elect- 
ed president of the Trust Division, Ken- 
tucky Bankers Association at the recent 
meeting in Louisville. Other officers elect- 
ed are: vice president: Roland Fitch, Jr., 
executive vice president of Bowling Green 
Bank & Trust Co.; secretary: J. R. 
Miller, secretary of Citizens Fidelity 
Bank & Trust Co., Louisville. 

Edward H. Hilliard, of the firm of J. 
J. B. Hilliard & Son, Louisville, spoke on 
the destructive force of inflation. Bart 
Brown, vice president of Citizens Fidelity 
Bank & Trust Co., conducted a workshop 
on trust problems. William A. 
economist of the American Bankers Asso- 
ciation, urged a heavy tax increase on 
incomes under $6,000 to stem inflation. 


A A A 


Community Trusts Up 


Aggregate resources of community 
trusts and foundations in the United 
States, Canada and Hawaii increased to 
$102,005,711 at the close of 1950 from 
$100,135,527 a year earlier, a_ recent 
survey by the New York Community 
Trust reveals. 





Watching first use of certificate writing 
machine for U. S. Steel stocks in Chicago 
are (left to right): Arthur T. Leonard, vice 
president of City National Bank & Trust Co., 
co-Transfer Agent; Arthur C. Wilby, vice 
president of United States Steel Co., and 
James E. Day, president of Midwest Stock 
Exchange. Miss Virginia Lee is at machine. 
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ESTATE TAX 


Notes given without consideration not 
deductible as debt. Some years prior to 
his death, decedent instituted custom of 
making anfual donation of $500 in cash 
to his daughter and note in sum of $500 
to his son. In first year son received note 
for $500, second year note for $1,000 
whereupon he returned note for $500, 
and so on until at time of father’s death, 
current note held by son was in amount 
of $6,000. Commissioner disallowed de- 
duction on estate tax return for amount 
of note. 


HELD: Commissioner sustained. 
There was no indication that parties in- 
tended transactions to be other than an- 
nual gift of note in sum of $500, nor 
was there any evidence that any cash 
had ever been given to son or that father 
ever borrowed back from son any part 
of several gifts. Thus, there was no ade- 
quate consideration. Section 812(b) (3) 
permits deduction for claims against 
estate but provides that claims founded 
upon a promise or agreement, shall “be 
limited to the extent that they were 
contracted bona fide and for an adequate 
and full consideration in money or 
money’s worth.” Ensley v. Donnely, D.C., 
E.D. La., Dec. 15, 1950. 


Proceeds of life insurance policy pur- 
chased in combination annuity includible 
in decedent’s estate. In 1936 decedent 
purchased single premium annuity con- 
tract under terms of which he received 
$2,934 annually during his lifetime. At 
same time decedent purchased from same 
company life insurance policy in face 
amount of $160,000 for which he paid 
single premium of $76,204. Life policy 
was issued to him without physical ex- 
amination, and would not have been is- 
sued without annuity contract. In July 
1936 decedent assigned and relinquished 
to beneficiaries of insurance, his children, 
all legal incidents of ownership in policy, 
filed gift tax return and paid tax there- 
on. Upon his death in 1946, Commission- 
er included proceeds of life policy in de- 
cedent’s estate. Estate brought suit for 
refund. 

HELD: Refund denied. So-called pol- 
icy of insurance was an investment 
rather than insurance. In conjunction 
with annuity contract it constituted, as 
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matter of law, transfer by decedent of 
money to insurance company with reten- 
tion by decedent of income for life. Con- 
way v. Glenn, D.C., W.D. Ky., Feb. 12, 
1951. 


GIFT TAX 


Where gifts valued separately “block- 
age theory not applicable.” Taxpayer 
transferred 25,000 shares of common 
stock cf Maytag Company to each of 
four trusts for benefit of his four chil- 
dren. Eight days later, he transferred 
to each trust 10,000 shares of cumulative 
preference stock of company. In gift tax 
return, taxpayer reported four gifts 
totalling 100,000 shares of common stock 
at total value of $390,000 and four gifts 
totaling 40,000 shares of preferred stock 
at total value of $1,048,000. Commission- 
er determined that value of gifts of 
common shares was $487,500, and pre- 
ferred shares $1,340,000, based on sale 
price of stock on New York Stock Ex- 
change. Taxpayer contended that num- 
ber of shares transferred on each day 
was so great that, had they been offered 
for sale, such action would have de- 
pressed market so as to cause lower 
valuation. 


HELD: Commissioner sustained. Tax- 
payer’s contention was not sustainable. 
On each of days in question taxpayer 
made four gifts of stock rather than 
one. None of four gifts was of such ex- 
traordinary size on either day as to 
warrant finding a value lower than that 
determined by Commissioner. Facts here 
did not justify application of “blockage” 
theory in valuing stock. Maytag v. 
Comm., C.A.-10, March 21, 1951. 


Statute of limitations not suspended 
where failure to file return was due to 
advice of commissioner. In 1937, when 
annual exclusion for gift tax purposes 
was $5,000, taxpayer made gifts to ten 
trusts, each gift being less than $5,000. 
Because of prevailing interpretation of 
gift tax law, taxpayer reported gifts as 
gifts “of future interest” and paid tax 
thereon. In 1938 Commissioner acquiesced 
in number of decisions holding that gifts 
in trust were gifts of present interests 
and that annual exclusion was allowable 
on account of each trust. On strength of 
this action taxpayer obtained refunds 


of taxes paid on 1937 gifts. In 1938 he 
made other gifts to trusts, also less than 
$5,000 each. Relying on Commissioner’s 
action, he did not report these gifts. In 
1941, after 1938 Act changed law re- 
specting gifts made in 1939 or later, he 
was advised by Estate and Gift Tax 
Section of Internal Revenue Bureau that 
he was correct in not filing return for 
1938. In 1948, however, Commissioner 
assessed tax on 1938 gifts on theory that 
they were of future interests. Tax Court 
upheld assessment. 


HELD: Reversed. Failure to file re- 
turn was due to action of Commissioner 
and his principal representative so that 
statute permitting assessment at any 
time where no return was filed does not 
apply. Commissioner’s claim was “un- 
conscionable” because he himself was 
responsible for failure to file a return 
for 1938. Strockstrom v. Comm., C.A. 
Dist. of Col., March 29, 1951. 


INCOME TAX 


Grantor taxable on trust income where 
control retained. Taxpayer created four 
separate trusts for his wife and three 
children, naming himself trustee with 
broad powers to invest, make advance- 
ments, borrow money for such purposes 
as he deemed proper, use principal in 
case of sickness, educational require- 
ment, emergency or other needs, etc. For 
years 1944 and 1945 Commissioner in- 
cluded income of trusts in grantor’s in- 
come. 


HELD: Commissioner sustained. Con- 
trol retained over trusts, both by trust 
instruments and by actual operation of 
trusts, was such that income remained 
in substance that of grantor. Kay v. 
Comm., T.C. Memo, March 29, 1951 (See 
also Ingle v. McGowan, D.C., W.D.N.Y., 
Nov. 4, 1950.) 


Income of decedent reportable by es- 
tate not deductible under Section 162 
when distributed. At his death in 1944, 
decedent was president of corporation 
which owed him $80,517 as bonus for 
services rendered. Amount was included 
in Federal estate tax return as part of 
gross estate. When amount was received 
in 1945, it was distributed to one of 
beneficiaries under decedent’s will. Exec- 
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utors reported this as income to estate 
and deducted $37,359 on income tax 
return as amount of estate tax attribu- 
table to inclusion of $80,517 in estate 
under Section 126. They then took de- 
duction for $80,517 as an allowable de- 
duction under Section 162. Commissioner 
disallowed this deduction. 


HELD: Commissioner sustained. Sec- 
tion 126 of Code was enacted to alleviate 
hardship in certain cases, but it in no 
way changes character of asset. Here 
claim of estate for $80,517 against cor- 
poration was merely converted into cash 
and was distributed as part of decedent’s 
residuary estate, not as income under 
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Section 162 for estate had no incomm 
Estate of Huesman v. Comm., 16 T 
No. 81, March 29, 1951. 
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Loss from sale of homestead prop@ 
which was never rented considered c 
tal loss. In 1936, taxpayer inherited hg 
and lot from husband, which had Hy, 
used as their homestead. Few days a 
husband’s death, taxpayer took up 
residence with married daughter, whgje 
she continued to reside until her dea. 
Her son was directed to rent or sell pr#- 
erty and thereupon listed it with ral 
estate agent. Notwithstanding this list- 
ing, no effort was made to rent house 
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and it was never rented. About seven 
months later house was razed pursuant 
to advice that property would be more 
readily saleable as vacant land, and also 


a for purpose of saving taxes. In 1948 


property was sold for approximately 
$17,000 below value placed on property 
in husband’s estate tax return. This 
amount was deducted in full as loss in- 
curred in trade or business. Commission- 
er contended property was a capital as- 
set and limited loss accordingly. 


HELD: Commissioner sustained. To 
remove loss from sale of property from 
capital gains and losses provisions of 
law, property must be used in trade or 
business. Rental property would be so 
classified. Here, however, property in- 
volved had never been rented nor had 
any attempt been made to rent it. In 
fact, house was razed for purpose of 
selling land, not for purpose of renting. 
Therefore, it obviously was not used in 
trade or business, and loss is limited to 
$1,000 under Section 117(d) (2). Estate 
of Assmaun v. Comm., 16 T.C. No. 77, 
March 28, 1951. 


Family allowance paid to widow under 
California law not income. Taxpayer’s 
husband died resident of California. Un- 
der his will wife was to receive family 
allowance of $1,750 per month from ex- 
ecutor until such time as estate was 
turned over to trustee. Executor included 
income equal to amount paid as family 
allowance, in Federal income tax returns 
of estate for 1943, 1944, 1945. Commis- 
sioner included these amounts in tax- 
payer’s income. 

HELD: Commissioner’s determination 
erroneous. Under California law, family 
allowance paid to widow is not taxable 
to her as income nor deductible by estate 
for Federal income tax purposes. While 
in this case family allowance might have 
been paid out of income, that would not 
render it income in hands of widow. 
Executor was correct in_ including 
amount as income of estate and paying 
tax thereon. MacMurray v. Comm., 16 
T.C. No. 74, March 23, 1951. 


Stockholders who received rental divi- 
dends liable as transferees for unpaid 
income tax. Corporation leased all its 
properties to Western Union which 
thereafter paid annual rental of $80,000 
to stockholders of corporation. At time 
property was leased in 1930, corporation 
was liable for Federal income taxes of 
$9,600. Taxpayer’s mother owned stock 
and her estate received rental dividends 
of $200 in 1930. In 1931 taxpayer re- 
ceived mother’s entire estate, including 
stock of corporation. Corporation failed 
to pay its income taxes for years 1930 
to 1939 inclusive. Commissioner made 
assessment against taxpayer. 

HELD: Taxpayer liable as transferee 
to extent of amount of dividends received 
by estate in 1930. While Commissioner 
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might have chosen to assess transferee 
liability against estate he was not bound 
to that course. He could, as he did, fol- 
low funds of estate into hands of tax- 
payer who ultimately received stock in 
corporation and 1930 distribution. United 
States Trust Co. v. Comm., 16 T.C. No. 
84, March 29, 1951. 


Income from irrevocable frust not tax- 
able to grantor. Grantor, upon creating 
trust, had delivered his check for $125,- 
000 to trustee. On following day, trustee 
loaned to grantor full $125,000 upon 
grantor’s note agreeing to repay princi- 
pal at end of twenty years and to pay 4 
per cent interest per annum. Trust agree- 
ment expressly authorized trustee to lend 
trust funds to grantor. Grantor’s note 
for $125,000 was sole asset of trust and 
his interest payments the only source of 
income of trust, which was currently 
distributable to decedent. For years 1943 
to December 23, 1946, date of her death, 
decedent filed no income tax returns. 
Administratrix filed returns for those 
years but did not include income re- 
ceived by decedent from trust. Commis- 
sioner included amounts received from 
trust in decedent’s income. Administra- 
trix resisted on ground that since trust 
property could revert to grantor, trust 
was revocable and income therefrom was 
taxable to grantor. 


HELD: Trust irrevocable, income tax- 
able to beneficiary. No express power of 
revocation was retained by grantor. He 
made a valid gift to trust. Subsequent 
loan created an enforcible financial ob- 
ligation upon grantor to repay such 
amount. Therefore, he could not revest 
trust property in himself and trust was 
irrevocable. Preston Est. v. Comm., 14 
T.C. No. 158, June 30, 1950; affirmed, 
C.A.-2, March 6, 1951. 


RULINGS AND NEWS 


The Bureau has issued a new ruling 
on the application of the limitations un- 
der Section 23 (p) (1) (A) to deductions 
for contributions in connection with pen- 
sion or annuity plans established pur- 
suant to union negotiated contracts which 
terminate upon expiration of a stated 
period of time. It has also ruled on the 
effect on such limitations of the use of 
the so-called “terminal funding” method 
whereby employer contributions are based 
on the cost of benefits for employees who 
actually retire. PS No. 67. 


The House Ways and Means Commit- 
tee has approved H.R. 2084 which would 
rewrite completely the estate and gift 
tax provisions governing taxability of 
powers of appointment. The bill would 
tax only transfers under a general power. 
Powers created before October 22, 1942, 
would be taxed only if exercised and could 
be partially released to escape tax on 
later exercise. Release of a power cre- 
ated after that date would be taxable 
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only if released by affirmative action of 
the donee. 


a A SA 


Tax Institute in Miami 


One of the four days during the sixth 
annual International Conference on Tax- 
ation sponsored by the University of 
Miami in mid-April was devoted to estate 
planning. Samuel J. Foosaner, Federal 
tax editor of TRUSTS AND ESTATES, lec- 
tured on Lifetime Estate Planning; Dean 
Henry A. Fenn of University of Florida 
College of Law, spoke on Allocation of 
Burden of Death Taxes; Charles A. 
Morehead, Miami attorney, discussed 
How to Save Taxes in Drafting Wills. 





Bank Protections Guide 


Chances of any particular bank being 
struck by an atom bomb are slight, but 
if one should be hit, the resultant dif- 
ficulties would be so enormous, according 
to a new A.B.A. booklet (Bank Personnel 
and Records Protection Guide), that 
alert management cannot afford to ignore 
the implications. Bank personnel are not 
only the key to reconstruction of records, 
but the only means of keeping the chan- 
nels of banking open to the community. 
Part I of the booklet is devoted to Per- 
sonnel Protection. Part II offers recom- 
mendations for Records Protection under 
three classifications: “necessary,” ‘“sec- 
ondary” and “original.” 


To Bankers 


in the other 47 states: 


When your customers need assistance on trust 


or estate matters in New Jersey, the experience 


of National Newark & Essex — New Jersey’s 


oldest bank — can save time, worry and 


research. 


We cordially invite you to make this bank 


your headquarters for accurate information 


and prompt action in New Jersey. 


NATIONAL NEWARK & ESSEX 
Banking Company 


Established 1804 


MONTCLAIR 


NEWARK 


CALDWELL 





335 





WHERE THERE'S A WILL 


SAMUEL H. WILLIAMS, honorary chair- 
man of the Board of J. B. Williams Co., 
leading soap and shaving cream manu- 
facturers, placed 2,000 shares of pre- 
ferred stock and 5,408 shares of com- 
mon stock of the company in trust with 
Hartford National Bank and Trust Co. 
The trustee is not to sell any of such 
stock without the written consent of Mrs. 
Williams during her ability to act and 
thereafter of the testator’s son. In con- 
sequence of this provision, the trustee is 
relieved of all liability for retention of 
these shares. The income from the trust 
is to be paid to Mrs. Williams and upon 
her death the principal is to be divided 
equally among the children or their is- 
sue, per stirpes. The trustee is authorized 
to charge its compensation either against 
principal or income or partly against 
both. 

Three children are each given 2,200 
shares of Williams common stock, the two 
daughters receiving 900 shares of pre- 
ferred while the son gets only 785 such 
shares. Three children of a deceased 
daughter each are bequeathed 225 pre- 
ferred shares and 550 common shares. 
Three other grandchildren are remem- 
bered with legacies of $500. Following 
modest bequests to other individuals and 
public organizations, Mr. Williams di- 
vided the rest of his estate into nine 
equal parts, three to go to one daughter, 
and two each to the son, the other daugh- 
ter and four grandchildren collectively. 
Mrs. Williams and the son are named 
executors. 


Percy S. Younc, former chairman of 
the executive committee of the Public 





Service Corp. of New Jersey, bequeathed 
$1,000 each to University of Newark, 
New York University and the City Mis- 
sion of Newark, leaving the rest of his 
estate in trust. The trustees — Fidelity 
Union Trust Co. of Newark, the widow 
and a son, also named executors — are 
to pay Mrs. Young the income and so 
much of the principal not exceeding 
$2,500 in any calendar year as she re- 
quests in writing. Upon her death, the 
principal is to be paid to the issue per 
stirpes. 


BENJAMIN G. PASKUS, a partner in 
the leading New York law firm of Pros- 
kauer, Rose & Paskus, who in his more 
than forty years of practice specialized 
in corporation and tax matters, left his 
personal effects and one-half of his resid- 
uary estate outright to his wife. The 
other half is to be held in trust by Irv- 
ing Trust Co. of New York, Mrs. Paskus, 
a son and two other individuals named 
as executors and trustees, to apply the 
income to the widow’s use for her life. 
Thereafter the income is to be paid to the 
son until he attains age 40 when one- 
half of the principal is to be distributed 
to him. At his death, the remaining fund 
is to be paid over to the persons named 
by him among a group consisting of his 
wife, issue and spouses of issue, pro- 
vided that not more than half may be 
appointed to the son’s wife. In default 
of appointment, the principal is to go to 
the issue. 


Dr. HENRY L. SMITH, credited by Pres- 
ident Wilson with having done more than 
any other to end World War I, left a 
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simple will bequeathing his entire estate 
to his wife and naming two of his chil- 
dren with Security National Bank of 
Greensboro, N. C., as executors. Dr. 
Smith, a pioneer in the field of x-ray and 
formerly president of Davidson College 
and Washington and Lee University, de- 
vised a balloon-message system used to 
drop surrender notes behind the German 
lines, with the result that many of the 
enemy laid down their arms. 


C: POWELL MINNIGERODE, director 
emeritus of the Corcoran Gallery of Art 
in Washington, D. C., named The Riggs 
National Bank of that city as soul execu- 
tor of his estate, valued at approximately 
$150,000, which with the exception of a 
few modest cash legacies and bequests 
of paintings he bequeathed to his son. 


Dr. CHARLES D. Hart, physician, and 
Boy Scout leader, having been president 
of the Philadelphia Council from 1913 
to 1941, bequeathed $100,000 to the lat- 
ter organization’s endowment fund, the 
income to be used for general purposes. 
To his alma mater, St. Paul’s School in 
Concord, N. H., Dr. Hart gave his books 
about World War I and $10,000, indicat- 
ing he would be pleased if a scholarship 
were created in his name. The residuary 
estate, after a number of bequests of 
cash and personal effects, is placed in 
trust with an attorney cousin and Fidel- 
ity-Philadelphia Trust Co., also named 
as executors. The income is to be divided 
between Dr. Hart’s brother and sister. 
Upon the death of either, one-half of the 
trust fund is to be distributed equally 
among nieces and nephews, the share of 
any one not then living to be divided 
among the issue thereof. Upon the sur- 
vivor’s death, the other half is to be sim- 
ilarly distributed to those relatives then 
living. A power of appointment granted 
under the will of Dr. Hart’s father was 
stated to have been previously released. 
The estate is estimated at over $900,000. 


IRVING HALL CHASE, former president 
of the Waterbury Clock Co. and an out- 
standing industrialist, left an estate esti- 
mated at $1,750,000, to be administered 
by his son-in-law and the Waterbury 
National Bank, of which his father had 
been president for thirty years. Mr. 


‘Chase divided $107,000 among 80 char- 


itable organizations, the legacies ranging 
from $500 to $10,000. To one of his five 
daughters he gave $300 monthly during 
the settlement of the estate and the use 
of a home. The residue, out of which all 
death taxes are to be paid, is divided into 
ten parts, this daughter and three others 
to receive two shares, while the fifth 
daughter and a charitable trust in Cin- 
cinnati will get one part each. 


A A A 
LEWIS H. Brown, chairman of Jonns- 


Manville Corp., named Bankers Trust 
Co., New York, as executor of his will. 
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CURRENT LITERATURE NOTES 


Books 


A Compendium of Business Insurance 
Agreements 
JAMES L. MILLER. Insurance Research & Re- 


view Service, Inc., Indianapolis 9. 456 pp. loose- 
leaf. $12.75. 


This is a most comprehensive collection 
of agreements covering the inter vivos 
disposition of business interests — sole 
proprietorships, partnerships and close 
corporations. There is also a chapter on 
key man insurance. Agreements are set 
forth in full and particular clauses are 
appended for individual use. Explanatory 
comments and background of law increase 
the utility of the volume. The opening 
chapter emphasizes the interrelationship 
of the attorney, life underwriter, trust 
officer and accountant for all of whom 
this work is a significant contribution. 
Other features include a check list of 
essential data and discussion of tax sav- 
ing opportunities. 


Institute on Federal Taxation (N. Y. 
U. Ninth Annual) 


Matthew Bender & Co., Albany 1, N. Y. 1351 
pp. $23.50. 


The cost of this perennial volume is 
misleading; it appears high even in these 
days of inflated charges. But it is a small 
price to pay for some of the best tax 
“brains” in the nation, who lectured dur- 
ing the two-week Ninth Annual Institute 
conducted last November by the Division 
of General Education of New York Uni- 
versity. Divided as usual into broad areas 
of the tax field, segments of particular 
interest to this audience deal with life 
insurance and estate planning. In the 
former group are papers on gift and 
estate taxes (Harry S. Redeker), ap- 
portionment of death taxes (Stuart Mc- 
Carthy), insurance to fund stock retire- 
ment and buy-sell agreements (Albert 
Mannheimer), and marital deduction 
(George Lourie). In the second category 
are discussions on new wrinkles in estate 


planning (Rene A. Wormser), valu- 
ation of contemplation-of-death transfers 
(Richard F. Barrett), stock valuation (J. 
Q. Hunsicker, III, and Archibald B. Hos- 
sack), inter vivos trust in estate plan- 
ning (Earl S. MacNeill), and gift tax 
on exercise of limited power of appoint- 
ment (Raymond W. Hilgedag). 


What You Should Know about Estate 
and Gift Taxes 


J. K. LASSER. Henry Holt & Co., New York 
10. 175 pp. $2.95. 


Mr. Lasser, who is probably the tax 
expert most widely known to the general 
public, here ventures into a new field: 
a popular discussion of estate and gift 
taxation. In easily understandable lan- 
guage, illustrated by tables and exam- 
ples, he explains how to estimate the 
estate tax, the use of the marital de- 
duction, the avoidance of the second tax 
and taxes on life insurance, how to take 
advantage of the gift tax exclusions, and 
disposition of business interests at min- 
imum tax cost. While the book is in- 
tended primarily for the layman, it 
would be valuable also to those — law- 
yer, trustman, underwriter, etc. — who 
must convey this type of information to 
the public. 


Present Day Banking - 1951 


Edited by William R. Kuhns. American Bankers 

Association, New York 16. 571 pp. $5.50. 

In prior years this annual volume was 
based on reports of committees and other 
units of the American Bankers Associa- 
tion. The current edition is a useful de- 
parture from that practice, condensing 
all but one (omitted because of subse- 
quent changes) of the Graduate School 
of Banking theses accepted for A.B.A. 
Library distribution at the 1950 session. 
Several theses from previous years are 
included because of their timeliness, 
bringing the total to 35. Among them are 
six dealing with the trust business: 


Complete facilities for handling your 


“Cemetery Trusts and Perpetual Care,” 
“Income Tax Aspects of the Common 
Trust Funds in Massachusetts,” “Trust 
Business in the District of Columbia,” 
“Do Estate Tax Methods Need Modern- 
izing,” “Pennsylvania Fiduciaries Act- 
ing in Other States,” and “Evaluation of 
the Common Trust Fund.” 


Publication of these summaries in book 
form should bring this wealth of in- 
formed research to the attention of a 
wider audience than could be accomplish- 
ed through mere availability of the full 
theses at the Library, where they can 
still, of course, be borrowed. 


Public Relations, Edward L. Bernays 
and the American Scene 


F. W. Faxon Co., Boston. 86 pp. $2.00. 


This annotated bibliography of writ- 
ings by and about Edward L. Bernays, 
one of America’s most outstanding public 
relations counsellors, covers thirty-five 
years of developments from flamboyant 
press agentry to mutual respectability in 
business, labor and other group relations. 
There are nearly 400 abstracts of books, 
articles and talks by Mr. Bernays dealing 
with the public relations aspects of gov- 


JUST A BIT OF HISTORY FOR 
BUSY EXECUTIVE OR INVESTOR 


Ten Years of Wall Street 
The story of the great boom of the 1920's 


Here is a real guide to present 
trends in the securities markets and 
business — a classic with more 
value today than ever. 


This factual story of one decade of 
American finance shows how con- 
stant is the pattern of soaring 
stocks and expanding industry, how 
urgent the need for caution. 


Whether you are 


investing your own 
funds only — or 
are safeguarding 
the moneys of 
others, this book 
will help you to 
appraise the pres- 
ent trends and to 
forecast the future. 


“If ever we go in- 
to the market,” 
said one reviewer 
of counsellor 
Winkelman’s valu. 
able book, “‘THIS 
is the book we 
take with us.” 


Banking and Fiduciary Business 


promptly and effectively. 


tie FIFTH THIRD [JNION [RUST <= 


CINCINNATI, OHIO 


Member Federal Reserve System — Member Federal Deposit Insurance Corporation 


May 1951 





In 1946 the nationally known investment 
advisory firm of SPEAR AND STAFF 
distributed 2000 copies of this book to 
their own clients. 


TRUSTS AND ESTATES 
50 East 42nd St., New York 17 


Please send me ................ copies of 10 YEARS 
OF WALL STREET at $5. a copy. 
Check enclosed [1] 
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ernment, the social sciences, and bus- 
iness, including banking (for instance, 
“How to Restore Public Confidence in 
Business and Finance,” p. 17, and “A 
Program for [Bankers’] Public Rela- 
tions,” page 34). This is believed to be 
the first bibliography of its kind. 


ARTICLES 


The Contingent Life Insurance Trust 


E. W. NIPPERT. Journal of C.L.U.’s, March 

1951. 

Use of the contingent life insurance 
trust as a means of handling proceeds 
for minor children has not been as ex- 
tensive as many family situations seem 
to warrant. Such a trust, which offers 
somewhat greater flexibility than is pos- 
sible under most settlement options, is 
desirable for the situation where the 
wife as primary beneficiary under a set- 
tlement option dies in a common dis- 
aster with the insured or proceeds re- 
main payable on her subsequent death. 
The provisions of the will with respect 
to other property should of course be in- 
tegrated. The contingent trust also serves 
a purpose where the wife has only a 
small amount of property. Valuable ad- 
juncts to these as well as other trusts 
are the appointment of an adviser to the 
trustee and letters from the parents to 
the trustee and the children, giving a 
further insight into objectives and family 
characteristics than is possible in the 
trust instrument itself. 


Can a Revocable Trust Be Incorpo- 
rated by Reference? 


CHRISTIAN M. LAURITZEN II. Illinois Law 
Review, Nov.-Dec. 1950. 


A review of the authorities indicates 
that it is dangerous to attempt to in- 
corporate a revocable trust into a will. 


WATT 
SOMEONE 
LOCATED? 


TRACERS CO. OF AMERICA 
515 Madison Ave., N.Y. 22, N.Y. 


The author agrees with the negative de- 
cisions as being based on better reason- 
ing. Even those cases permitting in- 
corporation by reference allow it only 
as the instrument stood at the time the 
will was executed. Subsequent codicils 
would probably not change this view. 
Since it is the duty of the attorney in 
working out an estate plan to avoid 
uncertainties and thin ice, he should 
ignore the seductive appeal of incorpora- 
tion and instead set forth the testa- 
mentary trust in full. 


Estate Planning since 1948 
G. VAN VELSOR WOLF. Taxes, March 1951. 


This article is devoted largely to the 
preparation of a typical estate plan in 
the light of the marital deduction. Con- 
siderations in drawing a will for the 
wife, both with and without a substan- 
tial estate of her own, are detailed. A 
bird’s-eye view of developments subse- 
quent to the 1948 Revenue Act and a pre- 
view of possible changes are included. 


Clifford Doctrine and the Estate Tax 


MAURICE C. GREENBAUM. Tax Law Re- 
view, March 1951. 


Under the Clifford doctrine and the 
implementing Treasury regulations, trust 
income is taxed to the settlor, despite the 
transfer of legal ownership, when the 
grantor has (a) a short-term reversion, 
or (b) direct or indirect dispository 
powers over income or principal, or (c) 
direct or indirect administrative control. 
The Commissioner has sought to extend 
this doctrine of economic ownership to 
the estate tax. If the Federal tax system 
were fully correlated, this would be a 
logical result but in the absence of in- 
tegration the courts have consistently 
refused to apply the Clifford doctrine to 
estate taxation. 
















Symposium on Accounting 
Iowa Law Review, Winter 1951. 


This issue is devoted to related aspects 
of law and accounting. Included are these 
papers: “Relations between Lawyers and 
Certified Public Accountants in Income 
Tax Practice,” by Maurice Austin; “Ac- 
counting for Estates,” by Walter R. 
Brown; “Compensability of Accounting 
Services Rendered to a Trustee, Executor, 
or Administrator” (Note). 


Effect of New Life Insurance on 

Marital Deduction 

EDWIN H. WHITE. Journal of C.L.U.’s, 

March 1951. 

This second of a two-part article il- 
lustrates the effects of the purchase of 
life insurance in smaller as well as larger 
estates. It is stated to be preferable for 
the wife to purchase insurance on the 
husband, with the latter taking less than 
the maximum marital deduction. Whether 
or not to have the proceeds by-pass the 
estate of the insured and reduction of 
shrinkage are other points considered. 


OTHER ARTICLES 


California Marital Exemption and its 
Effect on the Inheritance Tax Law, by 
William A. Cruikshank, Jr.: Taxes, Mar. 

Suggested Construction of Indiana 
Statutes against Accumulations, by Rob- 
ert S. Ashby: Indiana Law Journal, Fall 
1950. 

Uniform Simultaneous Death Act, by 
David Dardano: Oregon Law Review, 
Feb. 

Taxes and Mergers, by J. Keith But- 
ters and John Lintner: Harvard Business 
Review, Mar. 

Inadequacy of Iowa Legal List of 
Trust Investments: Note, Jowa Law Re- 
view, Winter 1951. 

Contracts to Make Wills in Pennsyl- 
vania, by A. J. White Hutton: Dickinson 
Law Review, Mar. 

Collaboration between Trust Officer, 
Life Underwriter, Accountant and At- 
torney, by Basil S. Collins: Life Asso- 
ciation New, Mar. 

DIRECTORY OF PUBLICATIONS CITED 
_ Dickinson Law Review: Carlisle, Pa.; 
$1. 

Illinois Law Review: Northwestern 
Univ. School of Law, Chicago 11. 


Indiana Law Journal: Indiana Law 
School, Bloomington; $1.50. 
Iowa Law Review: College of Law, 


Iowa City; $2. 

Journal of Chartered Life Under- 
writers: Western Saving Fund Bldg., 
Philadelphia 7. 

Oregon Law Review: 
Oregon, Eugene; 75c. 

Tax Law Review: New York Univ. 
School of Law, New York 3; $2. 

Taxes: 214 N. Michigan Ave., Chicago 
1: 50c. 
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REPORTS 


(Continued from page 317) 


Paciric NATIONAL BANK, Seattle: 


The Department continues to grow and dur- 
ing the year reflected a substantial increase 
in all of its varying functions. Gross earn- 
ings of the Department have increased cor- 
respondingly with the volume of business 
transacted. 


PeopLes NATIONAL BANK OF WASHINGTON, 
Seattle: 


We had a very fine year in our Trust De- 
partment. 


SEATTLE-First NATIONAL BANK, Seattle: 


From the standpoint of volume and earn- 
ings the operations of this Department ex- 
ceeded all previous years. The increased activ- 
ity and volume necessitated the addition of 
new personnel. Trusts under wills and _per- 
sonal agency accounts for individuals showed 
a particularly gratifying increase. 


SEATTLE Trust & Savincs Bank, Seattle: 


Again the Trust Department enjoyed the 
best earnings and business volume in any 
year in the history of the Bank. The number 
of trusts under administration, as well as the 
volume of securities and properties in these 
trusts, was substantially greater at the end 
of 1950. 


NATIONAL BANK OF WASHINGTON, Tacoma: 


Our Trust Department is continuing to grow, 
and operations continue profitable. 


Pucet Sounp NATIONAL BANK, Tacoma: 


The Trust Department has continued its 
growth and has been notified of many more 
wills in which the department has been des- 
ignated as executor, as well as trustee under 
a number of living trusts. 


West VIRGINIA 
Security Trust Co. Wheeling: 


The Trust Department earnings were the 
largest in the history of the Bank — some 


$8,000 over 1949. 
Wueevinc Dotiar Savincs & Trust Co., 
Wheeling: 


The Trust Department total at the end of 
the year was $41,700,000 which is an increase 
during 1950 of $3,700,000. 








For 





In 


The Oil Bank of America @ 
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Ancillary Trust Service 


OKLAHOMA 
Roy M. Huff, Vice President and Trust Officer 


NATIONAL BANK OF TULSA 


OFFERING COMPLETE BANKING AND TRUST SERVICES 
Member Federal Deposit Insurance Corporation 


WISCONSIN 
First NATIONAL BANK, Madison: 


Our Trust Department showed a fine growth 
during 1950. It increased its totals about $3,- 
500,000. 


Court Trusts ... $14,342,107.21 
As Administrator, Execu- 
tor, Guardian and Trustee 


Living Trusts —....._.... 3,673, 514.76 
Established during Life- 
time for Benefit of Maker 
or Others 
Agencies 
For the Management of 
Investments and Prop- 
erty - ee 
For the Safekeeping and 
Servicing of Securities _ 9,698,498.47 
Corporate Trusts 190,725.73 
Held for payments of ma- 
tured principal and in- 
terest on Corporate 
Bond Issues 
Other Fiduciary Relation- 
ships 134,943.24 
$32,977,773.08 


Marine NaTIONAL ExcHANGE BANK, 
Milwaukee: 


The Trust Department has continued to 
grow substantially in the fields of personal 
trusts, executorships, and trusteeships under 
will, and as Trustee of Pension Trusts. This 
latter activity has led to several new com- 
mercial banking relationships. 


MARSHALL & ILtsLtEY BANK, Milwaukee: 


All departments showed considerable im- 
provement in operating income over the previ- 
ous year. The Trust Department had a sub- 
stantial gain in new business in 1950 due in 
large measure to the recommendations of its 
facilities by attorneys, insurance and tax 
counselors and customers of the bank. The 
use of its estate planning service has resulted 
in an increasing number of appointments of 
the bank as executor and trustee under wills. 


CANADA 


ApMINISTRATION & Trust Co., Montreal: . 
The merger taking effect the last of January, 
1950, and the acquisition of the net assets 
of the Trust Company of America has been 
completed during the year 1950. Net profits 














for this year amount to $165,255 as compared 
with $129,626 for last year, an increase of 
$35,629. The total assets controlled or ad- 
ministered by the Company have risen from 
$132,021,867 to $141,797,524 at the close of 
the fiscal year, an increase of $9,775,600 com- 
pared with $7,039,600 for the year 1949. 


British Mortcace & Trust CoRPORATION OF 
Ontario, Stratford: 
Estates, Trusts and Agency Funds $1,470,367 
(compared with $856,337 in 1949). 


CANADA PERMANENT Trust Co., Toronto: 


Our thirty-eighth year of business was the 
busiest and most active in our history. Our 
volume of business maintained the steady 
growth that has characterized the Company’s 
record and at the end of the year the total 
of our assets under administration was $82,- 
128,649, an increase of $3,785,000 over the 
preceding year. The net profits of the Com- 
pany were slightly higher than those of 1949, 
notwithstanding substantial increases in the 
cost of doing business. One of the outstanding 
developments of the past few years has been 
the growth of Pension Trusts. 


CanapA Trust Company, London, Ont. 


Estates, Trust and Agencies Account total 
$118,096,473 (compared with 1949 figure of 
$108,071,310). 


CENTRAL Trust Company, Moncton, N. B. 


Marked growth in every department and 
the establishment of new high records in the 
affairs of our Company — are revealed in the 
Balance Sheet. 1950 was the best year in our 
history, with profit and busines’ at a new 


Jeman 
GALLERIES 


160 East S6thSt.NX22 


CENTRALLY LOCATED IN 
THE ANTIQUE DISTRICT. 


Specializing in the sale of 
PERSONAL PROPERTY 
AT PUBLIC AUCTION 


Entire Estate Furnishings 
or Residuary Effects 


At the Galleries or in the home. 


We are equipped to handle sales 


of any scope in our spacious 


MAIN and SECONDARY GALLERIES 


OUR REPUTATION FOR PROMPT 
AND ACCURATE ACCOUNTING 
can be vouched for by the numerous 
Banks, Trust Companies, Law Firms 
and Individuals for whom we have 
produced satisfactory results. 


Consultations involve no obligations. 


WILLIAM J. COLEMAN 
GEORGE J. ROEDIG 
RICHARD ELLETT 


Auctioneers and Appraisers 
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high peak. Estates, Trusts and Ageticy Funds 
$11,412,816 (1949 figure: $10,621,369). 


CHARTERED Trust Company, Toronto, Ont. 


Estates, Trusts and Agencies amount to 
$43,002,032 (compared with 1949 figure of 
$37,500,475) . 


Crown Trust Company, Toronto: 


The volume of business under our admini- 
stration reached $123,328,632 during the year, 
an all time high. Profits for the year $192,620 
(1949: $188,500). Estates, Trusts and Agency 
Account $100,331,359 (compared with 1949 
figure of $88,971,794). 


Eastern Trust Company, Halifax, N. S. 


Estates, Trusts and Agencies $92,477,993 
(1949: $90,314,673). Total Assets under Ad- 
ministration, 1950: $109,855,933 (1949 figure: 
$110,456,278). 


GENERAL TrusT OF CANADA, Montreal: 


1950 1949 
Estate Trust and 
Agency Account __..$87,407,374 $84,554,683 
Safe Custody Ac- 


OS ES Se 48,265,553 46,419,511 


GuARANTY Trust Co. oF CANADA, Toronto: 


This 25th Anniversary Year has been a 
record one in several respects. Operating 
earnings amounted to $785,346 compared to 
$635,362 for 1949, which is an increase of 
23%. Operating Expenses were $558,188 as 
against $465,932 a year ago, an increase of 
19%. The net earnings for 1950 were $114,084 
compared to $95,664 in 1949. 


BANK 
OF 
NEW YORK 
AND 
FIFTH 
AVENUE 


BANK 


Founded 1784 


FOUR CONVENIENT OFFICES 


48 Wall Street 
530 Fifth Avenue 


63rd Street and Madison Avenue 


73rd Street ana Madison Avenue 


Member Federal Deposit Insurance Corporation 
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Estates, etc., under Administration 





Guaranty Trust Company of Canada 


MontreAL Trust Company, Montreal: 


The results of operations in 1950 were 
sufficiently satisfactory to warrant payment of 
an extra dividend of $1 per share. All depart- 
ments and offices contributed to the satisfac- 
tory earnings result. Assets Under Administra- 
tion $908,187,759 (1949: $857,719,534). 


NATIONAL Trust Company, Toronto: 

Net earnings of the Company show an in- 
crease of $40,378 over the previous year and 
the total assets under administration stand 
at the highest figure in the Company’s his- 
tory ($354,547,190). There has been a satis- 
factory increase in all departments of the 
Company’s business. Another development is 
the significant increase in the number of 
agency accounts entrusted to us. Net profits 
amounting to $765,557, before providing for 
taxes, were the highest in the history of the 
Company, being $40,000 greater than the 
previous year. In the past year, our Stock 
Transfer Department showed the largest gross 
earnings on record. Our Corporate Trust De- 
partment had a most active year in which the 
value of new bond issues certified reached the 
highest level for many years. This year the 
balance sheet shows a satisfactory increase of 
$12,609,329 in Estates, Trusts and Agency 
Business after capital payments to or on be- 
half of our clients amounting to $28,000,000. 
In addition, we made income distributions 
during the year in excess of $12,000,000. 


NortHerRN Trusts Company, Winnipeg, Man.: 
Estates, Trusts and Agencies . . . $19,703,712 
(compared with 1949 figure of $17,660,020). 


Oreawa VALLEY Trust Co., Ottawa: 

The value of Estates, Trusts and Agency 
accounts amounted to $7,334,825, an increase 
of $303,188 over the previous year. 

Royat Trust Company, Montreal: 
The Company’s 1950 operations showed a 


net profit, after taxes of $672,000 which was 
the best showing made for some years (up 
$150,000 from last year). Assets Under Ad. 
ministration were $1,052,000,000 (up $50 mil- 
lion from last year). The volume of work in 
the Estates and Trusts department continues 
to grow steadily. Our Pension Trust business 
is showing marked expansion. The Company 
finds it necessary constantly to enlarge its 
facilities to serve efficiently the additional 
people coming for investment assistance. Es- 
tates, Trusts and Agency Accounts .. . $1,- 
012,064,962 (compared with 1949 figure of 
$965,017,830). 


Stertinc Trusts Corporation, Toronto: 


The 39th Annual Report of your Corporation 
for the year 1950 is by far the most favorable 
yet presented. Estates, Trusts, and Agencies 
show a substantial increase and now stand 


at $7,906,066 (1949: $7,560,139). 


TorRONTO GENERAL Trusts Corp., Toronto: 


Earnings before taxes and write-offs at 
$678,072 show an increase over the earnings 
of $658,270 in the previous year. Assets held 
for Estates, Trusts and Agencies account have 
risen by $9,110,306 to $290,024,502. Total 
assets under administration reached a new 
high point ($323,802,710). 


Western Trust Company, Winnipeg, Man. 


Assets of Estates, Trusts and Agencies held 
for administration and liquidation . . . $3,655, 
389 .. . (1949: $3,794,151). 


VictortA AND Grey Trust Co., Lindsay, Ont.: 


Estates, Trusts and Agencies Account; 
Funds and Investments held in Trust, $7,022, 
363 (compared with a combined amount last 
year of $6,416,276 before the merger of Vic- 
toria Trust & Savings Co. with Grey & Bruce 
Trust & Savings Co.). 





SPECIALIZING IN THE SETTLEMENT OF ESTATES 
FOR 64 YEARS 


Trust Funds over $285,000,000 


FIDELITY TRUST COMPANY 
PITTSBURGH, PA. 
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STATES 


STATE LEGISLATION 


ARIZONA 


Ch. 64: Provides that “property” of 
decedent, minor or incompetent may be 
settled and distributed without letters 
of administration or guardianship where 
value does not exceed $500 (formerly 
$300); also increases minimum size es- 
tate to be assigned wholly to surviving 
spouse, or minor children, from $2,000 
to $3,500. 


Ch. 129: Permits creation of joint ten- 
ancy in bank deposits, with right of sur- 
vivorship. 

Ch. 101: Amends various sections of 
Code, relating to proof of foreign will; 
notice to creditors by executor or admin- 
istrator; power to sell decedent’s proper- 
ty; and time for distribution of legacies. 


ARKANSAS 


Act 255: Authorizes personal repre- 
sentative or guardian to consent, for tax 
purposes, to gifts made by spouse of 
decedent or ward so that such gifts may 
be treated as if made one-half by each 
spouse; court order authorizing such ac- 
tion shall be entered only after hearing 
on notice to persons directed by court. 

Act also removes dollar limit on size 
of estate as to which court may dispense 
with bond where personal representative 
is bank insured by FDIC, and substitutes 
term “maximum insurance provided by 
law for single depositor;” also extends 
authority of personal representative to 
compromise claims to actions for wrong- 
ful death; also amends provision relating 
to giving notice of hearing on sale of 
real property; also declares that widow’s 
and children’s allowances shall be cum- 
ulative; also limits period of temporary 
guardianship to ninety days including 
extensions and requires notice of ap- 
pointment to incompetent. 


COLORADO 


S.B. 73: Removes five-year limitation 
on leases by a fiduciary, and authorizes 
testamentary trustee to exercise power 
to lease. 

S.B. 286: Simplifies provisions with 
respect to determination of interests. 

S.B. 324: Dispenses with notice of sale 
of real estate to heirs not mentioned in 
will after will has been admitted. 


H.B. 214: Exempts from state income 
tax any employee benefit plan exempt 
from federal income tax. 

H.B. 216: Exempts employee trusts 
from rule against perpetuities. 

H.B. 272: Adopts Prudent Man Rule 
of trust investment, specifically author- 
izing investment company shares and 
common trust funds. 


GEORGIA 


Act 322: Increases maximum partici- 


May 1951 


pation in common trust fund from $50,000 
to $150,000 or such smaller amount as 
may be prescribed by Federal Reserve 
Board. 


Act 477: Increases permissible limit of 
fiduciary investment in shares of savings 
and loan association from $5,000 to 
$10,000 or such other amount as may be 
fixed as maximum insurable by Federal 
Savings and Loan Insurance Corpora- 
tion. 


IDAHO 


Ch. 111: Provides that where wife dies 
intestate and leaves both community and 
separate property, estate shall be pro- 
bated in accordance with laws relating 
to settlement of estates of intestate de- 
cedents. 


Ch. 139: Eliminates “title or trust com- 
panies under chapter 9 of title 30” from 
group of institutions exempt from pro- 
hibition against advertising trust ser- 
vices. 


INDIANA 


Ch. 98: Provides that upon death of one 
of spouses who have contracted to convey 
real estate held by entireties, unpaid por- 
tion of purchase price shall pass to sur- 
viving spouse. 


Ch. 155: Reclassified types of fiduciary 
investments in which larger amount may 
be invested than the $5,000 or 10 per 
cent limitation set forth as a general 
rule. 


IOWA 


H.F. 199: Permits payment up to $500 
to parent or natural guardian of minor 
where no guardian has been appointed. 


H.F. 200: Raises from $200 to $500 
the maximum amount as to which court 
may terminate guardianship. 


S.F. 243: Clarifies requirement of court 
approval with respect to fiduciary in- 
vestments. 


S.F. 245: Dispenses with necessity of 
fiduciary to report investments to court 
for approval where trust instrument is 
not subject to jurisdiction of court or 
specifically exempts fiduciary from so 
reporting. 


KANSAS 


S.B. 35: Increases permissible fiduciary 
investment in savings and loan shares 
from $5,000 to $10,000. 


S.B. 74: Authorizes microfilming of 
bank and trust company records. 


S.B. 81 (substitute for bill reported 
in April issue) : Absolves transfer agents 
from liability for effecting transfer’ of 


securities into name of nominee at cor- 
porate fiduciary’s request. 


S.B. 143 & 144: Amend provisions re- 
specting inventory by representatives. 


S.B. 256: Permits guardians to invest 
in Federally insured savings and loan 
shares without approval of court. 


H.B. 120: Provides that if survivor 
fails to make election to take under will, 
survivor shall take under will; and re- 
quires probate court to transmit to sur- 
viving spouse a copy of will and this 
law; election to take against wiil must be 
filed within six months after probate. 


H.B. 123: Extends authority of exe- 
cutor to sell “any property” (formerly 
real estate only) without order of pro- 
bate court where will authorizes sale. 


MAINE 


Ch. 24: Amends Prudent Man Rule 
statute specifically to authorize invest- 
ment company shares. 


Ch. 51: Permits registration of cor- 
porate securities in joint names with 
right of survivorship; sets forth form of 
agreement which may be used for notify- 
ing corporation of intent so to classify 
securities already issued in two or more 
names. 


MARYLAND 


Ch. 36: Increases trustees’ commissions 
from five to six per cent of income from 
real estate, ground rents and mortgages; 
likewise as to first $5,000 (instead of 
$10,000) of other income, the second 
$5,000 being kept at five per cent; 
changes annual commissions on principal 
from % of one per cent on first $500,000 
to % of one per cent on first $250,000, 
% of one per cent on next $250,000, with 
vs of one per cent retained as to balance. 


MASSACHUSETTS 


Ch. 76: Extends to individual trustees 
power to carry securities in name of 
nominee. 


Ch. 80: Extends power of probate 
court to fix counsel fees to all fiduciary 
administrations as well as estates. 


Ch. 163: Extends from 20 to 50 years 
after death the period within which ad- 
ministration may be taken out. 


MICHIGAN 


Ch. 20: Provides that wherever con- 
sent of parents is necessary to action by 
minor and they are separated or divorced, 
parent having custody by court order 
shall be entitled to give consent. 


MINNESOTA 


Ch. 79: Adopts a principal and income 
act. 


Ch. 177: Defines “war service” in re- 
lation to suspension of powers of fiduciar- 
ies to include “other major military en- 
gagement.” 
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NEBRASKA 


L.B. 150: Establishes procedure for 
court accounting on trusts, conservator- 
ships and guardianships. 


NEVADA 


H.B. 157: Requires guardians to ob- 
tain court order before leasing ward’s 
property, by procedure similar to that 
provided for executors and administra- 
tors. 


NEW HAMPSHIRE 


Ch. 29: Increases amounts which sur- 
viving spouse is entitled to receive by 
intestacy or under exercise of right of 
election to take against will; the perti- 
nent figures are raised from $5,000 to 
$7,500, and from $7,500 to $10,000. 


NEW JERSEY 


S.B. 24: Adopts Prudent Man Rule 
of trust investment, up to maximum 
of 40 per cent of value of fund; specif- 
ically authorizes investment company 
shares; participations in common trust 
funds are deemed “legal” or “limited 
legal investments” subject to 40 per cent 
limitation, depending on whether they 
are legal or discretionary common trust 
funds. 


NEW MExIco 


Ch. 41: Adopts Prudent Man Rule of 
trust investment, specifically authorizing 
investment company shares. 


New Haven’s 
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Trust Company 


Serving in 
Every Trust Capacity 
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Ch. 62: Provides for inheritance by 
adopting parents and that for all in- 
heritance purposes adopted child shall be 
considered natural child of adopting par- 
ents, thus excluding natural parent from 
inheritance unless such parent is married 
to adopting parent. 


Ch. 155: Exempts national banks from 
giving bond to act as guardian or com- 
mittee. 


Ch. 210: Provides order of preference 
in appointment of guardian (father, if 
living and not deserting family; then 
mother; or if parents are divorced, par- 
ent havin gceustody); also for appoint- 
ment of non-resident parent as guardian. 


Ch. 168: Establishes procedure for an- 
nual court accounting on trusts, both 
testamentary and non-testamentary; set- 
tlor may waive necessity of accounting. 


NEW YORK 


Ch. 522: Permits exgeutor, administra- 
tor or other legal rep{##sentative of non- 
resident decedent apyginted in another 
state or territory in ich decedent was 
domiciled to sue in Ne ork courts under 
certain specified restg@tions designed to 
protect resident cred#irs. 


Ch. 554: Extend; 
facilities that may b 
of citation or other 
court proceedings 
posit in “post-office 
office.” 

Ch. 626: Amends@§.nking Law Sec- 
tion 100-c(8) to perm:. institutions main- 
taining common trust funds to adopt, 
unless disapproved by Banking Board, 
quarterly valuation dates other than the 
last business days of January, April, 
July and October, as prescribed in the 
prior law. 
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Ch. 627: Amends Personal Property 
Law Section 21 relating to investment 
powers of fiduciaries to (1) remove ob- 
ligations of State of New York or 
political subdivision thereof from para- 
graph (d); (2) exclude revenue obliga- 
tions of public housing authority and sub- 
ject revenue obligations of other en- 
tities to any conditions imposed by law 
under which issued; (3) add another 
qualification (secured agreement with 
government) under which public housing 
obligations may become eligible; and (4) 
exclude the value of any investment in a 
legal common trust fund in determining 
the aggregate market value of a trust 
and the maximum 35 per cent permitted 
to be invested under the Prudent Man 
Rule. 

Ch. 778: Amends Banking Law Sec- 
tion 100-c({9) relating to notice on com- 
mon trust fund accountings. 

Ch. 830: Adds new law to permit con- 
version or merger of national banking 
association into state bank, and con- 
verse. 


NORTH CAROLINA 


Ch. 104A: Provides method for com- 
puting degrees of kindred. 

H.B. 534: Provides for appointment of 
ancillary guardian for nonresident infant 
and extends section authorizing sale of 
ward’s property on application to court 
to ancillary guardians. 

H.B. 583: Extends section authorizing 
guardian to cultivate ward’s land on ap- 
plication to court to case where guardian 
is person standing in loco parentis or is 
member of child’s family, as well as 
where he is parent. 

S.B. 69: Reduces amount of surety 
bond on guardians from double the value 
of the estate in the case of personal 
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surety to 1% the value in the case of an 
jndemnity or guaranty company author- 
jzed to do business in the state. 


NorTH DAKOTA 


H.B. 700: Adopts Prudent Man Rule 
of trust investment for not more than 50 
per cent of fund, the balance to be in 
government and municipal bonds and 
mortgages; specifically authorizes invest- 
ment trusts. 


H.B. 739: Permits distribution of 
minor’s or incompetent’s interest with- 
out guardian where it does not exceed 
$500 nor consist of real estate. 


S.B. 161: Increases from $25,000 to 
$50,000 the amount of intestate estate 
payable to surviving spouse where de- 
cedent leaves no issue or parents. 


OHIO 


S.B. 35: Raises from $150 to $300 
amount of wages which may be paid to 
family of deceased employee without re- 
quiring letters testamentary or of ad- 
ministration. 


OREGON 


Ch. 79: Authorizes establishment of 
common trust funds and dispenses with 
accounting unless ordered by court. 


SoutTH DAKOTA 


S.B. 6: Provides for creation of joint 
tenancies, without intervention of “straw 


” 


man. 

S.B. 41: Permits summary administra- 
tion of estate where gross value within 
states does not exceed $2,500, or where 
total gross value, exclusive of homestead, 
does not exceed $1,500 and value of home- 
stead does not exceed $5,000. 


S.B. 105: Providés that two or more 
ancillary administrations may be com- 
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bined in one proceeding where the bene- 
ficiaries are the same. 

S.B. 230: Shortens period within which 
will can be contested from one yéar to 
six months after probate; persons under 
disability are granted six months time 
after removal of disability but purchasers 
or encumbrancers of real property for 
value are not to be affected by such con- 
test. 


TENNESSEE 
Ch. 148: Provides jurisdiction and pro- 
cedure for appointment of guardians. 
Ch. 236 & 237: Shortens period within 
which surviving spouse may dissent from 
will from one year to nine months. 


TEXAS 

S.B. 26: Authorizes guardians to make 
leases with pooling or unitization pro- 
visions and to execute such agreements 
covering existing leases. 

UTAH 

S.B. 94: Provides method of ascertain- 
ing amount of estate for purpose of com- 
puting compensation of executors and 
administrators. 

H.B. 51: Adopts Prudent Man Rule of 
trust investment. 

H.B. 52: Authorizes corporate fiduciar- 
ies to establish common trust funds; dis- 
penses with accounting unless ordered by 
court. 

VERMONT 

H.B. 250: Provides for appointment 
and removal of guardian for person 
mentally incapable of taking care of 
himself or his property. 

WASHINGTON 


Ch. 132: Amends Prudent Man Rule 
statute specifically to authorize invest- 
ment company shares. 
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Ch. 218: Extends definition of fiduciary 
with respect to investment powers to in- 
clude guardians. 


Ch. 226: Repeals Uniform Trustees’ 
Accounting Act and substitutes new pro- 
cedure. 


Ch. 242: Authorizes court to dispense 
with or reduce guardian’s bond where 
estate consisting of cash and securities 
does not exceed $5,000, and excuses bond 
in all cases where bank or trust company 
is guardian. 

Ch. 264: Increases homestead allow- 
ance from $4,000 to $6,000. 


WISCONSIN 


Ch. 37: Empowers court to appoint 
special trustee during necessary delay in 
appointment of permanent trustee. 


A A A 


Bank Gets Surprise $25,000 
Will 


Frederick W. Nordenholz left 88 pen- 
nies in a can of rusty nails when he 
died recently, but $25,000 sewed inside 
the pockets of a ragged old coat. This 
came as a surprise to the Mercantile 
Bank & Trust Co. of Kansas City, Mo., 
executor of the 80-year old recluse’s will, 
which incidentally bequeathed “the 
amount of his daily wage” to all who 
attended his funeral. 


IN DELAWARE 


$ 4,137,500.00 
Surplus and Undivided Profits - $16,281,773.27 


WILMINGTON 


TRUST COMPANY 
Wilmington. Delaware 
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RECENT FIDUCIARY DECISIONS 


ACCOUNTING — Court — Non-Ob- 
jecting Parties May Benefit from 
Surcharge 

New York—Surrogate’s Court, Kings Co. 
Matter of Brennan, N.Y.L.J., March 23, 1951. 
In an accounting proceeding two dis- 
tributees objected to the amount paid 
by the administrator to the attorneys for 
the estate. The distributees were six 
adults (including the administrator), 
each having a one-seventh interest, and 
three infants, who together had a one- 
seventh interest. Three of the adults 
had filed written instruments approving 
the payment to the attorneys. The Sur- 
rogate determined that the reasonable 
value of the attorneys’ services was less 
than the payment made to them. 


HELD: The surcharge is not to be 
limited to the proportion of the overpay- 
ment that the interests of the two ob- 
jecting parties bore to the entire estate. 
The attorneys must refund three-sev- 
enths of the overpayment. The rule that 
a surcharge is limited to the amount of 
damages suffered by the objecting parties 
does not apply where fees paid to an 
attorney are found excessive and a re- 
fund is directed. The three infants as 
well as the two objectants are entitled to 
share in the refund, since they did not 
consent to the payment. The distributees 
who consented are not so entitled. 


ASSETS — Business — Surviving 
Partner Accountable to Beneficiary 
for Profits Despite Agreement with 
Administrator 

Pennsylvania—Supreme Court 
Spivak v. Bronstein, 79 A. (2d) 205. 
Decedent died in 1943 intestate, sur- 
vived by his widow and infant son. The 


principal asset of his estate was a one- 
half interest in a partnership in a tap- 
room. The widow qualified as administra- 
trix and entered into a new partnership 
agreement with the defendant, surviving 
partner, on her own behalf and as ad- 
ministratrix and as guardian of the 
minor son of decedent. She was not in 
fact guardian and was prohibited by 
statute from being so appointed. In 1946, 
widow individually and as administratrix 
sold her interest to defendant for $8,500, 
for which she subsequently accounted as 
administratrix in the Orphans’ Court. 

Shortly after the sale, the widow as 
administratrix filed a bill in equity 
against the surviving partner for an ac- 
counting of the profits of the business. 
The lower court held that the agreement 
bound the widow individually, but did 
not bar her as administratrix from re- 
covering the minor’s share of the profits. 


HELD: Affirmed. Personal representa- 
tives may not carry on the business of a 
decedent unless authorized by a will or 
by the court, and when they do so, di- 
rectly or in the guise of a new partner- 
ship, the gain, if any, belongs to the 
estate and the loss, if any, falls on them. 
The minor could only act through his 
lawfully appointed guardian. Defendant 
was bound to know these rules of law and 
having participated in the unlawful acts 
of the administratrix, he cannot plead 
innocence of liability to account for the 
minor’s share. His duty was to account as 
trustee to the personal representative of 
the deceased partner for the value of the 
deceased’s interest and until that was 
done and settlement made, the personal 
representative had the option to claim 
either the profits attributable to the de- 
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cedent’s interest or legal interest. Here 
she relieved him of that obligation so 
far as she individually was concerned, but 
she could not relieve him as to creditors 
and the minor son whom she representea 
in a fiduciary capacity, without approval 
of the Orphans’ Court. 


BENEFICIARY RELATIONS — Sale by 
Trustee to One Beneficiary Upheld 
Against Attack by Others 


Iowa—Supreme Court 
Johnson v. Johnson, 45 N.W. (2d) 573. 


Testatrix left her residuary estate to 
her daughter, Anna, in trust with the 
direction that whenever she in her own 
best judgment deems it for the best in- 
terests of the trust, all or any part of 
the property be sold and the proceeds 
equally divided among the children of 
the testatrix. The trustee sold a farm 
to another daughter of testatrix for 
$16,000 and certain beneficiaries brought 
an action to set aside the conveyance on 
account of alleged fraud on the part of 
the trustee and the purchaser, the al- 
leged fraud being the favoring of one 
beneficiary over the others and sale for 
an inadequate price. 

All of the beneficiaries had an oppor- 
tunity to purchase for the same price 
at which the farm was ultimately sold. 
None of the complaining beneficiaries 
knew that the sale of the farm was to 
another beneficiary until they received 
their checks representing their propor- 
tionate shares from the proceeds. 


HELD: A trustee dealing with his 
beneficiary is to be distinguished from 
self-dealing by him and in view of the 
fact that the trustee did not profit per- 
sonally at the expense of the complain- 
ing beneficiaries, the sale must be up- 
held. Also, the complaining beneficiaries 
by retaining the proceeds from the sale 
with knowledge that another beneficiary 
was a purchaser, must be held to have 
ratified the transaction and are not now 
in a position to complain. 


CHARITABLE TRUSTS — Cy Pres Ap- 


plicable —- General Charitable In- 
tent Defined 


Missouri—Supreme Court, Div. 1 

Ramsey v. City of Brookfield, 237 S.W. (2d) 

143. 

After stating that her only living 
relatives were nieces and nephews and 
great nieces and nephews and that none 
of them should benefit from her estate, 
testatrix gave the residue of her estate 
“to the City of Brookfield, Missouri, for 
the sole purpose of building and equip- 
ping and maintaining a City hospital. It 
is further my will that said hospital be 
located within the said City of Brook- 
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field, Missouri and that this bequest be 
used for hospital purposes and no other.” 


At the time of this suit the fund be- 
queathed under the fourth paragraph 
amounted to $15,180. Plaintiffs were 
testatrix’ heirs; defendants were the 
named City and the State’s attorney gen- 
eral. The suit was in equity, alleging fail- 
ure of the trust and praying distribution 
among the plaintiffs. The trial court 
found for defendants. 


HELD: Affirmed. The will was un- 
ambiguous and thereby indicated an in- 
tention to create a charitable trust, not 
an absolute gift to the named City. A 
trust for a hospital is a charitable trust. 
A municipal corporation may act as 
trustee of a charitable trust the purpose 
of which is an authorized function of the 
municipality. The city was not the bene- 
ficiary, so there was no merger of the 


legal and equitable titles. 


The doctrine of cy pres was applicable 
to the trust. A general charitable intent 
is not limited to intent to do charity in 
general, but may exist where there is an 
intent to assist a certain general type or 
kind of charity. Such a general char- 
itable intent is negatived only where it 
is determined that the settlor’s intent 
was to aid that kind of charity only 
in a particular way or by a particular 
method or means. The words “forever” 
and “for no other purpose” do not neces- 
sarily show absence of general charitable 
intent. They may emphasize an intention 
that the trust property be used in the 
specified means as long as possible and 
practicable. 


The previous paragraph of the will 
was conclusive that testatrix intended no 
reverter rights in her heirs. The words 
“this bequest be used for hospital pur- 
poses and no other” indicated that testa- 
trix did not intend the specified means to 
be exclusive of all others. 

Even though the fund was in itself in- 
sufficient for building a hospital, and as- 
suming that the City was not able to 
build, equip and maintain a hospital out 
of current revenues, still the evidence 
did not show a complete abandonment of 
plans for a City hospital sometime in the 


future; and, even if such abandonment 
had been shown, the trust was one to 
which the cy pres doctrine could be ap- 
plied in a future appropriate action. 


DISTRIBUTION — Estate Passes Inte- 
state on Renunciation of Will by 
All Beneficiaries — Heirs Cannot 
Renounce 


Iowa—Supreme Court 
Seeley v. Seeley, 45 N.W. (2d) 881. 


The widowed mother of Frank and 
Burton A. Seeley, who were her only 
heirs at law, died leaving a last will 
giving a residence property to Frank 
and the remainder of her property in 
equal shares to the two sons. She left a 
prior will leaving the property to her 
three grandchildren, subject to life 
estates in her sons. Neither instrument 
was admitted to probate and the two 
sons entered into a written contract in 
the nature of a family settlement in 
which they referred only to the later 
will, refused to take under it and united 
in asking the court to deny probate and 
to order that the title to all real estate in 
question go to the three grandchildren in 
equal shares, subject to a life estate in 
Frank, who agreed to pay taxes and up- 
keep. The wives of Frank and Burton 
did not sign. 

On the brothers’ application, the pro- 
bate court entered an order denying pro- 
bate of the will, approving the agreement 
and administration was had and com- 
pleted. Later, Frank died and his widow 
commenced partition proceedings claim- 
ing her one-third distributive share or 
dower in all of the real estate in an un- 
divided half of the real estate. 


HELD: For plaintiff. If all beneficiar- 
ies renounce and the will is not probated, 
the whole estate passes as_ intestate 
property. By reason of the relinquish- 
ment, the brothers never became de- 
visees but remained heirs and an heir 
cannot renounce his right to take title. 
In legal effect the sons conveyed title 
from themselves without resorting to the 
usual instruments of conveyance, and it 
was not in their power to eliminate the 
inchoate rights of dower of their spouses. 
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Request 


Under the Personal Supervision 
of 
Mr. BRADLEY DELEHANTY & 
Mr. STANLEY SOLON 
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GUARDIANSHIP — Statute Limiting 
Fee Unconstitutional 


Oregon—Supreme Court 

Administrator of Veterans Affairs v. United 

States National Bank, 52 Ore. Adv. Sheets, No. 

11, page 481. 

This was an appeal by the Admin- 
istrator of Veterans Affairs from an 
order of the Circuit Court approving the 
final account filed by a bank as guardian 
of the estate of an incompetent. The 
guardian claimed a regular guardian- 
ship fee in the amount of $117.50. Veter- 
ans Administration objected on _ the 
ground that O.C.L.A, Section 22-1249, 
amended by Chapter @73, Laws of 1943 
did not permit a guidian to receive in 
excess of 5% of th nnual income of 
the estate of the wal. The fee allowed 
was in excess of suck %. 

Circuit Court he 
of 1943 was uncons 
original act did n 
title sufficiently br 
amendment of 1943. 


HELD: Affirmed 
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JURISDICTION — 
Has No Juris 
Vivos Trust S 
tered in Anoth 
Indispensable 


eme Judicial Court 
st Co., 1951 A.S. 191; 


Massachusetts— 
Sadler v. Industrial 
Feb. 8, 1951. 
ory judgment filed 
e her rights under 
et up by her hus- 

what they would 
aiver of her hus- 
> was executed in 


Petition for decla 
by a widow to deter 
an inter vivos tru 
band, both present | 
be after she filed <z 
band’s will. The t 
Providence, R. I., M#fith a Providence 
bank as trustee. It Wnsisted entirely of 
personal property which was transferred 
to the trustee, and the latter was ad- 
ministering the trust. The husband and 
beneficiaries under the trust were resi- 
dents of Massachusetts. 


HELD: The situs of the trust was in 
Rhode Island and the trustee was ac- 
countable only in Rhode Island. The trus- 
tee was an indispensable party to any 
adjudication of the interests under the 
trust. Service by publication and regis- 
tered mail would not give jurisdiction to 
enter a decree in personam against the 
trustee. 


After the dismissal of the above peti- 
tion the widow filed another petition with- 
out naming the trustee as a party, but 
joining the beneficiaries parties. She 
quoted a clause in the trust instrument 
which stated that it was in lieu of dower 
and would cease if she claimed dower. 
Without naming the trust in the prayers 
she asked a decree determining whether 
or not by waiving the will she was as 
a matter of law claiming dower in her 
husband’s real estate. 

HELD: The decision in the first case 
was binding on the second, and it must be 
dismissed. 


LIFE TENANT & REMAINDERMAN — 
Distribution of Income During Pro- 
bate — Administration Expenses 
and Federal Estate Tax Payable 
from Corpus 


Washington—Supreme Court 
In re Williamson’s Estate. 138 Wash. Dec. 247, 


Testatrix made a nonintervention will 
leaving two-thirds of her estate in trust 
for two adult children, Julia and John, 
for life, with remainders over to their 
children, to be distributed when the 
youngest reached majority. The trustees 
were directed to pay monthly to Julia 
and John so much of the income as should 
not be required for taxes, repairs, in- 
surance and other charges necessarily 
incurred in the prudent management of 
the estate, including a reasonable re- 
serve for unforeseen expenses. The re- 
maining one-third of the estate was left 
to trustees for the benefit of her son, 
William. This trust was similar to the 
first trust except that the trustees were 
given sole discretion as to the amounts 
of income or principal that should be paid 
to or applied for the benefit of William. 
The trustees of the first trust were also 
named executors, to serve without the 
intervention of the court. 


Two children of John and one child of 
William, appearing by guardians ad 
litem, contested the manner in which 
trust funds were expended insofar as 
their expectancies may have been dimin- 
ished. The probate court decreed that 
Julia, John and William were not en- 
titled to have paid to them income ac- 
cruing from the date of death, but from 
the date of the decree of distribution; 
that the expenses of administration 
should be chargeable to, and be paid out 
of, income; that the Federal Estate Tax 
be apportioned between principal and in- 
come; that no family allowance was pay- 
able to the adult children; and that the 
fees of the guardians ad litem should be 
paid out of the corpus. 


HELD: Modified. 


There was nothing in the will postpon- 
ing the payment of income to the life 
beneficiaries until after the decree of 
distribution was entered. In the absence 


‘ of such postponement, it became the duty 


of the trustees to pay income to the bene- 
ficiaries as soon as any was available 
from the estate and trust property. Un- 
der an ordinary will, the executors might 
have the right to retain control of the 
income during administration, and to 
pay from income the expenses of the up- 
keep and protection of the income prop- 
erty, but under a nonintervention will 
setting forth a plan such as this, the 
right of the beneficiaries to receive in- 
come from the death of the testatrix is 
apparent. Having decided that the chil- 
dren were entitled to the income from 
the date of death, the question whether 
adult children not living together as 4 
family are entitled to a family allow- 
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ance during the period of probate be- 
comes moot. 


Testatrix gave no directions with re- 
spect to payment of expenses of admin- 
istration, but regarded income as avail- 
able to be paid to her children as leg- 
acies. The statute provides for the pay- 
ment of expenses of administration out of 
legacies only if there is not sufficient 
other estate. The intention of the testa- 
trix, coupled with the statute, made it 
mandatory that expenses of administra- 
tion be paid out of the corpus of the 
estate. 


There is no Washington statute direct- 
ing the apportionment of the Federal 
Estate Tax between the life beneficiaries 
and the remaindermen according to the 
values of their interests, as computed 
by mortality tables. The will did not 
provide for apportionment of the Federal 
tax, which therefore must be paid from 
the corpus as an expense of administra- 
tion. 


LivING TRusTs — Bank Deposits — 
Totten Trusts — Revocation by 
Will 

California—Supreme Court 


Brucks v. Home Federal Savings and: Loan 
Assn., 36 A.C. 808 (Mar. 14, 1951). 


On July 7, 1947, Mrs. Kinkade opened 
an account with defendant, entitled 
“Kinkade, Jeanette W., in trust for Kate 
W. Brucks.” No further instructions re- 
garding the deposit were ever given the 
Association. Plaintiff’s husband testified 
that Mrs. Kinkade, after the account was 
opened, had told plaintiff that deceased 
had “put some money in the bank for” 
plaintiff. The following letter, dated Jan. 
24, 1948, was found among Mrs. Kin- 
kade’s effects after her death: 


“Dear Kate— 


I am sick and in case I should pass away, 
will you kindly look after my belongings? 


My bank book is in your name & mine. 


First thing draw out all the money & put in 
your name. 


If there is anything left after all expenses 
are paid, will you kindly give the remainder 
to my son Frederic Kinkade. He needs it. 


I expect you to take money for all your ex- 
penses caused by this. 


Also if there is any pictures, bedding, etc. 
he would want please let him have them. 
With much love 
Nettie 


My lace dress is in bottom of trunk also 
bank book. 


I wish to be buried in Kensico Cemetery by 
my husband and Dear Gladys. 
Nettie 


Cedar Chest & small chair belong to me. 
They are for you.” 


This letter, entirely in decedent’s hand- 
writing, was never delivered. On Feb. 
5, 1948, decedent executed a formal will 
revoking all prior wills, appointing her 
niece as executrix and giving her the 
entire residue of the estate, intentionally 
excluding Frederic. Plaintiff instituted 
this action to recover balance of the bank 
deposit as a trust account for her bene- 
fit. The lower court found plaintiff was 


May 1951 


entitled to the deposit, but only as trus- 
tee to pay it over to Frederic after pay- 
ment of expenses, etc. Plaintiff appealed 
from the part of the judgment declaring 
that she was a trustee for Frederic. Ex- 
ecutrix appealed from the entire judg- 
ment. Judgment reversed. 


HELD: The deposit was a valid tenta- 
tive or Totten trust. Letter of January 
24, 1948, though not delivered, amounted 
to a revocation of the trust in plaintiff’s 
favor. That letter met all requirements 
of a holographic will. 


Letter in turn was revoked by will of 
February 5. Defendant executrix is en- 
titled to possession of the deposit as part 
of assets of estate. 


REVOCATION & ‘TERMINATION — 
Trust Terminated on Failure of 
Purpose 


Nebraska—Supreme Court 


Dennis v. Omaha National Bank, 46 N.W. (2d) 
606. 


Testator in his will created a trust, to 
pay the income to the widow and three 
children, and to continue for 20 years 
after the death of the last survivor, when 
the property was to be divided one-third 
to the issue of each child. All three chil- 
dren predeceased the widow, and left no 
issue. 


HELD: The trust was terminated be- 
cause it became impossible of accomplish- 
ment. Since there was no class to take 
the trust property on termination of the 
trust, the trustee holds the trust estate 
upon a resulting trust, implied by inten- 
tion for the heirs of the testator who are 
such as of the date of the failure of the 
trust. Under the statute providing that 
if a decedent leaves no issue, father or 
mother, estate descends to his brothers 
and sisters and the “children” of any 
deceased brother or sister, the word 
“children” does not include grandchil- 
dren. Nieces and nephews will take to the 
exclusion of the children of a deceased 
niece or nephew. 


REVOCATION & TERMINATION — Will 
Partially Revoked by Obliteration 


Indiana—Appellate Court 
Fletcher Trust Co. v. Morse, 97 N.E. (2d) 154. 


Original will was duly executed and 
left entire estate to a son and two foster 
sons, share and share alike. The name 
of one foster son had numerous heavily 
inked lines through it. An accompanying 
statement entitled “Addition to Last Will 
and Testament” which was signed, but 
not witnessed, by the testator read in 
part as follows: “Under no condition do 
I wish the third party Lyle R. Morse as 
stated in the will to be included in this 
will.” There was evidence as to who 
actually deleted the name of Lyle R. 
Morse, nor any evidence as to the cus- 
tody of the will. 

Burn’s Stat. §7-301 provides as fol- 
lows: “No will in writing, nor any part 
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thereof . . . shall be revoked, unless the 
testator, or some other person in his 
presence and by his direction, with intent 
to revoke, shall destroy or mutilate the 
same ...” The Probate Court held the 
will had not been revoked and that Lyle 
R. Morse was a beneficiary. 

HELD: Reversed. The will had been 
partially revoked, partial revocation be- 
ing authorized by the statute. The ob- 
literation was sufficient mutilation and 
the revocatory intention was established 
by the testator’s accompanying declar- 
ation. Even though the revocatory state- 
ment was not shown to have been writ- 
ten at the time of the obliteration it 
was proper evidence to be considered by 
the court. 

Since there was no evidence as to who 
mutilated the will, there was a pre- 
sumption that the act was done by the 
testator where the will remained in his 
possession. The presumption is that in 
the absence of evidence to the contrary 
the possession of the will is in the testa- 
tor. To the argument that the partial 
revocation was not valid because its ef- 
fect would operate to enlarge the other 
beneficiaries’ shares and thus constitute a 
new devise without complying with the 
Statute of Wills, the court answered that 
the increased interest was a mere inci- 
dental consequence resulting from power 
conferred on the testator by statute. 


SPOUSE’S RIGHTS — Election of Dece- 
dent’s Third Wife to Take Statu- 
tory Share Upheld Because Full 
Faith and Credit Clause Deprives 
Child of Former Marriage from At- 
tacking Divorce 


United States—Supreme Court 


Johnson v. Muelberger, 95 Law Ed. Advance 
Opinions 411, decided March 12, 1951. 


Respondent is the child of decedent 
Johnson’s first marriage. After death of 
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Johnson’s first wife in 1939 he remarried, 
and in 1942 the second wife obtained a 
Florida divorce, although she did not 
comply with the’ jurisdictional 90 day 
residence requirement. The decedent 
Johnson contested the divorce, but did 
not question the allegations as to resi- 
dence in Floridar 


In 1944 decedent Johnson entered into 
a third marriage with petitioner, and in 
1945 he died, leaving a will in which 
he gave his entire estate to his daughter, 
the respondent. After probate of the will 
petitioner filed notice of her election to 
take her statutory share of the estate 
under Section 18 of the New York De- 
cedent Estate Law. Respondent contested 
the election and the Surrogate determined 
that she could not attack the third wife’s 
status on the basis of the alleged in- 
validity of the second wife’s divorce, 
since the decree was valid in Florida and 
not subject to collateral attack in New 
York. 


The Appellant Division affirmed the 
Surrogate’s decree, but the New York 
Court of Appeals reversed on the ground 
that the Florida judgment bound only the 
parties and did not bind respondent 
daughter, and she was therefore free to 
attack the decree collaterally in New 
York. 


HELD: Reversed. In Florida a divorce 
cannot be collaterally attacked for lack 
of jurisdiction when the parties were 
actually before the Court, and according- 
ly Florida would not permit respondent 
daughter to attack the decree of divorce 
between her father and his second wife. 
When a divorce cannot be attacked for 
lack of jurisdiction by the parties actual- 
ly before the Court or by strangers in 
the rendering state, it cannot be attacked 
anywhere in the Union. The Full Faith 
and Credit Clause forbids. 


SPOUSE’s RIGHTS—Separation Agree- 
ment Nullified Bequest to Former 
Wife 

New York—Surrogate’s Court, N. Y. County 
Matter of Ga Nun, N.Y.L.J., April 24, 1951. 


The testator created a trust for his 
wife’s benefit which provides the mini- 
mum benefits sufficient to preclude her 
from exercising a right of election to 
take her intestate share. The will was 
executed when the testator and his wife 
were living apart. Subsequently, they 
entered into a separation agreement in 
which the wife, among other things, 
waived any rights to “dower, thirds or 
distributive share” which she might have 
against her husband, his heirs. executors, 
administrators and assigns. On the same 
day the wife obtained a divorce. The hus- 
band died one week after the execution 
of the separation agreement. His execu- 
tors brought this proceeding for a deter- 
mination as to whether the bequest made 
to the wife was to be given effect. 


HELD: The testamentary provisions 
for the wife’s benefit are inoperative. 
The term “thirds” has been construed 
to mean “share in intestacy.” The testa- 
mentary provision shows that the pro- 
vision for the wife was made grudgingly 
and only because, if omitted, the wife 
could elect to take her intestate share 
outright instead of in trust, thus deriv- 
ing a greater benefit. It is apparent that 
the testator did not intend the testa- 
mentary provision to remain effective af- 
ter the separation and divorce since the 
wife lost her elective right when the 
separation agreement became effective 
and the bequest to her was obviously made 
only to preclude her from exercising such 
elective right at the time when it ex- 
isted. 


SUCCESSOR FIDUCIARY — Priority of 
Next-of-Kin Over Public Adminis- 
trator 


New York—Appellate Division, First Dept. 
Matter of Murphy, N.Y.L.J., March 22, 1951. 


The testator appointed his wife as 
executor and named her sole beneficiary. 
The wife died two months after the 
testator’s death. The next-of-kin of the 
testator all consented to the appointment 
of a sister of the testator as administra- 
tor, c.t.a. of his estate. The Surrogate’s 
Court of New York County refused to 
appoint the sister and appointed the Pub- 
lic Administrator of New York County 
instead. 


HELD: Reversed. Section 133, sub- 
division 4, S.C.A. provides that “next-of- 
kin” have priority to letters of admin- 
istration, c.t.a. over the public admin- 
istrator. The sister is a ‘“next-of-kin” 
within the meaning of the statute, despite 
the fact (1) that she would not share in 
the estate because it was bequeathed to 
the wife; and (2) that she would not 
actually take a share of the testator’s 
estate if he had died intestate because 
the entire estate would be distributable 
in intestacy to the widow if it was less 
than $10,000. 


TAXATION — Estate & Inheritance — 
Bequest to Alumnae Association 
Exempt from Tax 


Massachusetts—Supreme Judicial Court 
New England Trust Co. v. Commissioner, 1951 


A.S. 301; Feb. 28, 1951. 

HELD: The Alumnae Association of 
Smith College, a Massachusetts corpora- 
tion, is a charitable corporation and a 
bequest to it is exempt from taxation. 


TAXATION — Estate & Inheritance — 
Blockage Not to be Used in Deter- 
mining Value of Closely Held 
Stock 

Minnesota—Supreme Court 
State v. Wagner, 46 N.W. (2d) 676. 
A decedent owned at her death about 

98,000 shares, constituting nearly twenty- 
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five per cent, of the common stock of a 
large malting company. The stock of the 
corporation was closely held and was not 
registered with the New York Stock Ex- 
change or regularly traded in. The value 
of the stock for state inheritance tax 
purposes was fixed by the probate court 
at 8% per share. The Commissioner of 
Taxation then appealed to the District 
Court where the value was determined 
to be 11% per share. The executors ap- 
pealed from an order denying amended 
findings. 

The state inheritance tax statute im- 
posed the tax on the inheritance “at its 
full and true value immediately upon the 
death of decedent.” Full and true value 
was further defined as the usual selling 
price obtainable at a voluntary private 
sale. Appellants urged and apparently 
even the District Court had utilized the 
principle of blockage in determining this 
full and true value. 

HELD: Determination of full and true 
value of stock at 11% affirmed. The prin- 
ciple of blockage had been improperly 
applied but the state had not complained 
of the value arrived at which was sup- 
ported by the evidence. The court made 
the following main points: 

1. Market value is a proper test of 
full and true value where a regular mar- 
ket has been established, but individual 
dealings do not establish a market. Where 
no standard market exists, a hypothet- 
ical market value which assumes a will- 
ing buyer and a willing seller must be 
arrived at. 

2. The blockage theory assumes a 
willing seller but not a willing buyer, 
and hence violates the statutory admoni- 
tion to assume a free voluntary sale. 


3. To the extent the blockage theory 
depends on the loss from wholesaler’s 
charges which would result from liquida- 
tion of a large quantity of the stock, it 
is fallacious, as in the event of actual 
loss from liquidation, the loss would be 
deductible for inheritance tax purposes 
in Minnesota. 


4. If on the other hand, the shares 
were retained and not liquidated, the fact 
that majority ownership and control of 
the corporation would pass to one of the 
beneficiaries under the will by the in- 
heritance, would enhance and not depress 
the value of the stock. 


5. The blockage theory amounts to an 
unwarranted effort to charge the state 
with the cost of the beneficiaries’ sale of 
the stock, which would have some cost 
even if only one share were sold. 


6. The blockage theory tends to vio- 
late the constitutional provision against 
unequal taxation of property of the same 
class in that large estates only would 
enjoy the protection of the theory. 


Led 


7. As a tax on the privilege of re- 
ceiving property, the inheritance tax 
valuation might equally well contemplate 
the price at which the property could 
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be purchased, which would eliminate 
blockage costs. 


8. In the absence of a market, an iso- 
lated transaction may have some weight 
and capitalization of earnings, book val- 
ue, business prospects and all other fac- 
tors affecting value may be considered. 
On the basis of the evidence as to such 
factors and the circumstance of a sale 
at 11% on the date of death, the district 
court’s determination was supported by 
the evidence. 


TAXATION — Estate & Inheritance — 
Legacy to Group as Individuals, 
Not As Class — Application of 
Clause Providing for Taxes Out of 
Residue Where Portion of Residue 
Went as Intestate Property 


Massachusetts—Supreme Judicial Court 


Buffinton v. Mason, 1951 A.S. 395; March 15, 
1951. 


The will gave the residue “in equal 
shares as follows”:—Then followed six 
sub-paragraphs giving one-sixth to A, 
one-sixth to B, and so on, Then followed 
a clause providing that all inheritance 
taxes should be paid “from the residuum 
of my estate so that all legacies will be 
paid in full.” One of the residuary leg- 
atees, a non-relative, predeceased the 
testatrix. 


HELD: First, the residuary legatees 
took as individuals, not as a class, and 
hence the one-sixth share of the one who 
predeceased the testatrix went as in- 
testate property. 


Second, by the term “all inheritance 
taxes” the testatrix meant both State 
and Federal taxes. 


Third, by the term “residuum” she 
meant the residue, and by the term “all 
legacies” she meant the shares in the 
residue as well as other special legacies. 


Fourth, the Federal estate tax is pay- 
able from the estate before the residue is 
calculated, in the absence of contrary 
provisions in the will. Upon the death 
of the testator the estate is regarded, to 
the extent of the tax, as being instantly 
depleted. That is the rule to be applied 
in this case. 


Fifth, the Massachusetts inheritance 
taxes on all legacies, special and residu- 
ary, must be paid from the residue. 

Sixth, as to the one-sixth of the residue 
which passed as intestate property, this 
likewise was subject to a Massachusetts 
inheritance tax, and this tax also should 
be paid out of the residue. The phrase 
“so that all legacies shall be paid in 
full’ should not be interpreted to restrict 
the natural meaning of “all” as applied 
to taxes. 

Seventh, the court rejected the claim 
that all the taxes should be paid out of 
the intestate share, as that ignores the 
specific provision that all inheritance 
taxes should be paid out of the residue. 


Eighth, as to the method of computing 
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the tax, after the payment of the Fed- 
eral estate tax, debts, expenses and the 
special legacies, the executor should di- 
vide the residue among the persons en- 
titled, i.e., the four residuary legatees 
who survived (one of them had two 
shares) and the heirs at law for the 
intestate share. Then, having ascertained 
the amount of the taxes payable on these 
shares, and after payment of the same, 
he should distribute the balance among 
the persons entitled in their proper pro- 
portions. 


TAXATION — Estate & Inheritance — 
Powers of Appointment — Direc- 
tion to Pay Taxes Imposed on Es- 
tate During Course of Administra- 
tion Creates No Liability for Tax 
Assessed Against Estate of Donee 
of General Power 


Illinois—Appellate Court 
Page v. Wright, 342 Ill. App. 352. 


Will directed the executor to pay out 
of the principal of the estate “any and 
all governmental charges, taxes or liens 
imposed upon my estate or the interests 
of any beneficiaries under my will . . . by 
any law of any state or country relating 
to the transmission of property by de- 
scent or devise . . . in the course of the 
administration of my estate.” Under a 
trust created by the will testator’s wife 
was given an income for life and a gen- 
eral testamentary power of appointment 
as respects a portion of the corpus. 
Testator’s wife died 5 years later. The 
appointive property was included in the 
widow’s gross estate for federal estate 
tax purposes. 


Her daughter by a former marriage 
(the sole residuary legatee under her 
will and appointee under the exercise of 
the power) sought to recover the amount 
of the federal estate tax assessed against 
her mother’s estate which was allocable 
to the appointive property. Plaintiff con- 
tended that as an appointee under the 
exercise of the power she took the ap- 
pointive property with the same effect 
as if she had been a beneficiary under 
testator’s will. The lower court dis- 
missed the complaint on the ground 
plaintiff’s contention was not in accord 
with testator’s intent as expressed in the 
will. 


HELD: Affirmed. The tax involved 
was imposed in the course of the admin- 
istration of another estate. In order to 
vary the incidence of the federal estate 
tax from that made by law, the testator’s 
direction must be clear. The quoted direc- 
tion in the context of the will covered 
only taxes paid by testator’s executor 
before the testator’s estate was closed. 
A different construction necessarily would 
delay closing of the estate until the 
widow’s death. 


If plaintiff’s construction were sound, 
the amount to be withheld from distribu- 
tion to provide for payment of an al- 
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Fred F. Florence, president of the Republic 
National Bank, Dallas, standing before Flor- 
ence Hall, one of the three new buildings 
in the new and modern Southwestern Legal 
Center of Southern Methodist University, 
named in his honor at a dedication ceremony 
on April 18. Mr. Florence has for many 
years served as a Trustee and Member of 
Executive Committee of the University. 


locable portion of the federal estate tax 
at the widow’s death and the period of 
withholding would be uncertain. It would 
subject testator’s estate to a tax over 
which the executor had no control. Ap- 
plication of the doctrine that a fund re- 
ceived under a power of appointment is 
a bequest under the will of the donor of 
the power would frustrate the plainly 
expressed intent of the testator. 


TAXATION -— Estate & Inheritance — 
Rights in Pension Fund Subject to 
Tax 


Pennsylvania—Supreme Court 
Dorsey Estate, 79 A. (2d) 259. 


Decedent was an employee of more 
than 15 years and a participant in the 
pension trust of Sears Roebuck & Co. 
At his death the credit to his account 
was 932 shares of stock of the company 
valued at $35,000, contributed by the 
company, and $3,900 in cash contributed 
by the decedent. Employees had the right 
to designate a beneficiary of the fund at 
death. After 15 years service, an em- 
ployee could withdraw all the money and 
securities credited to his account at that 
time, and at death regardless of the 
length of service, his estate or his bene- 
ficiary was entitled to all the money and 
securities credited to his account at that 
time. Upon withdrawal by the employee, 
payments were made either in install- 
ments over a period of five years or in 
the form of a single premium annuity 
contract. Once the company’s contribu- 
tions became part of the fund they could 
never revert to the company. 


Transfer inheritance tax was assessed 
on the money and securities in decedent’s 





account at the time of his death. The 
beneficiary appealed in respect to the 
tax on the securities representing the 
company’s contribution, contending that 
the decedent merely had a power to ap- 
point over that part of the account and 
that his right to withdraw in his lifetime 
had no effect because he did not exercise 
it. 

HELD: Affirmed. In view of decedent’s 
right to withdraw in his lifetime the total 
amount of the fund credited to him or to 
make full disposal of it at the time of his 
death, he had in any event substantial 
ownership of his entire share of the fund 
and, accordingly, in transferring it to 
the beneficiary designated by him, he 
was transferring not only his own proper- 
ty to the extent it represented contribu- 
tions from his salary, but also his own 
property to the extent that it represented 
his proportionate share of the company’s 
contributions, and therefore he was not 
in anywise acting merely as donee of a 
power of appointment. 


For the same reason, the designation of 
a beneficiary under the facts of this case 
is not analogous to the designation of a 
beneficiary of an insurance policy. Nor 
is it analogous to an unexercised re- 
served right to revoke in a lifetime trans- 
fer; the designation of the beneficiary 
here did not effect a transfer and the 
transfer did not occur until death. 


TAXATION — Estate & Inheritance — 
Transfer at 77 Not in Contempla- 
tion of Death 


Massachusetts—Supreme Judicial Cr ‘rt 
Morse v. Comm., 1951 A.S. 205; Feb. 9. 1951. 


About fifteen months before his death 
decedent made a gift of $335,927 to his 
wife. At that time he was 77 years of 
age, and in the best of health, playing 
golf regularly. His father had lived to 
be ninety-seven, and he expected to live 
a long time. His income taxes worried 
him and his tax adviser advised him to 
make a gift of some of his property. 

HELD: The dominant motive of the 
gift was associated with life instead of 
death, and it was not taxable as a gift 
made in contemplation of death. 


‘ TaAxaTION — Gift — Joint Bank Ac- 


count not Taxable on Death of Sole 
Contributor 


Wisconsin—-Supreme Court 
Department of Taxation v. Berry, 258 Wis. 544. 


Earl E. Berry, prior to his death in 
1943, placed on deposit in the joint 
names of himself and his wife, Wilma, 
various sums of money in two checking 
accounts and two savings accounts. All 
of the funds deposited in the accounts 
were directly attributable to Earl and 
none to his wife. The taxing authorities 
assessed gift taxes against Wilma based 
upon one-half of the balances in the four 
joint accounts as of the date of death of 
her husband. Mrs. Berry applied for 
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abatement of the tax and was successful. 
The Department of Taxation appealed. 


HELD: Affirmed. The taxing statute 
defines a gift as “complete for tax pur- 
poses where the donor has divested him- 
self of all beneficial interest in the prop- 
erty transferred and has no power to 
revest any such interest in himself or 
his estate.” A joint bank account, how- 
ever, is generally recognized to be 
subject to withdrawal in whole or in 
part by either party. Thus, as Earl Berry 
could have withdrawn all of the funds 
from the accounts at his pleasure, the 
transfers to the joint bank accounts were 
revocable by him. He parted with no con- 
trol or power over the funds. 

The situation with respect to joint 
bank accounts is not to be compared with 
the situation in which a husband conveys 
title to real estate to himself and his 
wife as joint tenants. In such a case the 
husband by the deed makes an irrevocable 
transfer, and the husband can reacquire 
what he has transferred to his wife only 
by her reconveyance to him or by her 
death. In such a case the husband by 
deed makes an irrevocable transfer. 

In this case there was no irrevocable 
transfer, and thus no gift, and no gift 
tax was due. 


TAXATION — Income — Will Ex- 
empting Trust from All Taxes Did 
Not Contemplate Income Tax 


Pennsylvania—Supreme Court 
Nevil Estate, decided March 27, 1951. 


Testator gave his residuary estate to 
trustees to pay to Mary Kelly $7,000 a 
month for life free and clear of all of 
her debts, contracts, and engagements; 
the balance of the residuary estate was 
to be used to establish a home for the 
deaf, dumb, and blind. The will further 
directed that all the bequests, legacies, 
and devises were to be free from “all 
taxes lawfully imposed or to be imposed 
by the United States government or any 
State government or any municipal au- 
thority thereof, which taxes are to be 
paid by my estate.” 

Testator died in 1930 and the surviving 
trustee had regularly paid the _ bene- 
ficiary $84,000 a year. The trustee filed 
two accounts which were duly audited. A 
third account was filed in 1946 at which 
for the first time the beneficiary con- 
tended that the federal income taxes on 
her trust income should be paid by the 
trustee. She explained that the delay in 
making such a claim was because the 
estate had originally been invested in 
tax exempt securities, but later it was 
invested in non-exempt securities which 
with the increase in rates made her tax 
burden rise from nothing to $30,000 a 
year. The lower court denied the claim. 


HELD: Affirmed. The provision that 
the legacies were to be free of all taxes 
cannot reasonably be construed otherwise 
than as meant to cover only the usual 
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type of taxes due and payable at the time 
of decedent’s death and not annual in- 
come taxes thereafter payable by the 
beneficiary. What the testator apparent- 
ly intended was that the beneficiary 
should receive from the estate the full 
$7,000 a month without deduction of any 
kind. Income taxes are not assessed on 
any bequest or legacy nor on any specific 
items of property or sums of money; they 
are dependent upon a multiplicity of fac- 
tors wholly apart and distinct from any 
particular items of income of the tax- 
payer. To construe the tax clause as 
meaning that the estate should pay such 
changing annual income taxes for a 
likely period of 40 years would require 
much more explicit and indubitably clear 
language than is used. 


WILLs — Construction — Devise to 
Parent and Children Creates Life 
Estate in Former 


Kentucky—Court of Appeals 


Collis v. Citizens Fidelity Bank & Trust Co., 
314 Ky. 15, 234 S.W. (2d) 164. 


The plaintiff, Harriet Cox Collis, 
brought this declaratory action to de- 
termine what estate she took under the 
will of her grandfather, George Gaul- 
bert. The applicable provision of the will 
read: 

Said net income shall be paid monthly to the 
child or children of my said daughter should 
she have any (and such of their descendants 
per stirpes as may be born within her lifetime) 
until the youngest of such children becomes 
twenty-one years of age and then the principal 
of such half of said trust estate (subject to said 
prior charges) shall vest in such children and 
their said descendants in fee per stirpes. Dur- 
ing default of such issue of my said daughter 
said income shall be paid monthly to my wife 
for life and at her death the principal of said 
one half of said trust estate shall pass in fee 
to my brother, sisters, nephews and nieces, the 
descendants of any of them who may be then 
dead to take their share or shares per stirpes. 

The mother of the plaintiff had been 
the daughter and only child of the 
testator and the plaintiff was his only 
grandchild. She had three children all 
of whom were born during the lifetime 
of her mother. 


The lower court applied the rule form- 
ulated in earlier cases that where land 
is devised to a parent and his or her 
children, nothing to the contrary ap- 
pearing in the will, the parent takes a 
life estate with remainder to the children, 
and held that the plaintiff took a life 
estate with remainder to her children. 


HELD: Affirmed; 
court adopted. 


opinion of lower 


The opinion rejected the contention 
that an estate tail was created and con- 
verted by the statute into an estate in 
fee simple. There is also a discussion of 
the rule formulated in the English case, 
Dick v. Lacy, 8 Beavan 214, that a be- 
quest to descendants per stirpes requires 
the parent to take the fee by way of 
substitution. The Court declined to fol- 
low this rule on the authority of earlier 
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Kentucky cases which held that. although 
it would; under English law, effectuate 
the intent of the testator because the 
children would share in the estate, under 
Kentucky law it would frustrate the in- 
tent of the testator by giving the entire 
estate to the parent. 


WILLs — Construction — Vested Re- 


mainder Created 


Colorado—Supreme Court 
Liebhardt v. Avison, March 5, 1951. 


Decedent created a trust of certain 
real estate, with income for life to his 
two sisters or the survivor of them, and 
upon the death of both of them, the prin- 
cipal “and the accumulations thereof and 
thereon, to my nephews Harry G. Leib- 
hardt and Fred C. Liebhardt, share and 
share alike.” Harry G. Liebhardt pre- 
deceased one of the life tenants. 


HELD: Harry and Fred each took a 
vested interest in one-half the remainder, 
which was not divested by the prior death 
of Harry. Harry’s one-half share passes 
to his widow, the residuary devisee un- 
der his will. The court mentioned that in 
other paragraphs of the will the testator 
had made specific provisions for the car- 
rying over of trust remainders in the 
event of the death of the first remainder- 
man béfore the death of the life tenant, 
from which it could be presumed he did 
not intend for the remainder in this 
case to divest in the event of the prior 
death of the remainderman, Harry. 


WILLs — Probate — Lay Opinion as 
‘to Mental Condition is Admissible 


Maine—Supreme Court 


Heath, et als., Appellants from Decree of Judge 
of Probate in re Allowance of Last Will of Ora 
E. Reed, 146 Maine—; 79 A. (21)—. 


This will was contested on two grounds, 
first, that it was offered for probate in a 
county other than that of which the testa- 
trix died a resident and, second, on the 
ground that she was not of sound mind 
on the date of the execution of her will. 
Admitted in evidence was testimony by 
non-expert witnesses who were acquaint- 
ed with the testatrix and who had bus- 
iness and social contacts with her, such 
testimony being of the following tenor :— 

“Q. In such times as you did see her there, did 

you observe any facts about her conversa- 


tion that indicated anything singular or 
unusual respecting her mental condition? 


A. No, sir. 


Q. Did you ever hear her say anything or do 
anything that indicated to you that her 
mind was affected or weakened? 


A. No, sir.” 


The will was admitted to probate by the 
lower court. 


HELD: Affirmed. In upholding the ad- 
mission of the quoted testimony, the 
Court said: 


“The objection to these questions was based 
upon the rule that a non-expert witness (other 
than a family or other skillful or reputable 
physician with adequate opportunity for ob- 
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ies on deposit would become the property 
of the son and daughter-in-law, but if 
the decedent decided to terminate the 
agreement during his lifetime, the son 
and daughter-in-law would thereupon be 
entitled to a lien on the “property.” The 
decedent did not terminate the agreement 
in his lifetime and on his death the son 
offered the instrument as his father’s 
Last Will and Testament. 


HELD: The instrument was not a will 
and cannot be probated as such. By its 
terms a present interest was conveyed 
at the time it was executed by way of 
lien, not contingent upon the exercise 
of the right of revocation. The right toa 
lien vested immediately and presumably 
carried with it the right to specific per- 
formance. The fact that the entire fund 
was payable after the death of the maker 
does not in itself make the instrument 
testamentary in character. 
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LOCK BOX H 


A symbol of SPEED for more than fifty years 


WIFT handling of items is a tra- 
dition at the Continental Illinois 
Bank. For more than fifty years 
banks and corporations have been 
sending their checks for collection 
to LOCK BOX H, CHICAGO. 

To our customers—to the Post 
Office—and to us, this symbol has 
always meant hurry these checks on 
their way. 


Mail in LOCK BOX H is picked. 


up by our messengers at frequent 


intervals, night and day, seven days 
a week. Our prompt processing of 
the items is carefully geared to: 


@ mail arrival times 


@ check clearing hours in Chicago 
and other cities 


@ outbound train and plane schedules 
For all your sendings—use LOCK 


BOX H envelopes. A free supply— 
regular or air mail—on request. 


Continental Illinois National Bank 


and Trust Company of Chicago 


LOCK BOX H, CHICAGO 90, ILLINOIS 


Member Federal Deposit Insurance Corporation 
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SMALL wonder that an ever- 
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reserve a special place in their minds — and at 
their offices —for “the man from C-G.” For his 
extensive experience in the fields of personal in- 
surance and estate planning, business insurance, 
pension trusts and other types of insured pension 
plans makes him welcome and valued... 


Next time you meet a Connecticut General Life 
Underwriter, you’ll meet a man whose special 
knowledge can be utilized profitably for yourself 
and your clients ... and whose activity may be a 
frequent source of new business for your Trust 
Department. 


BETTER SERVICE 
THROUGH BETTER MEN 


LIFE INSURANCE. ACCIOENT IN 


f} 
4 

SURANCE. HEALTH INSURANCE 

AND ANNUITIES ALL FORMS OF 

GROUP INSURANCE AND GROUP 


ANNUITIES PENSION TRUSTS 


LIFE INSURANCE COMPANY SALARY ALLOTMENT INSURANCE 
HARTFORD, CONNECTICUT 





